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& VIDEOCONFERENCING

To: Docket Control

Date: May 20, 2014

Re: Out of the Blue Processors, LLC
S-20837A-12-0061

February 28-30 and May 1, 2014
Volumes I through IV, Concluded

STATUS OF ORIGINAL EXHIBITS

FILED WITH DOCKET CONTROL

Respondent Exhibits

A, F,H I, W, AA, BB, DD, EE, FF, I, RR, SS, TT, UU,
77, AAA, BBB, CCC, EEE, PPP

Securities (S Exhibits)

S-1 through S-72

1802 NORTH 7TH STREET, PHOENIX, AZ 85006 ® 602.258.1440 (T) * 602.258.2062 (F)
Toll Free 1.800.262.DEPO ® Toll Free AZ 1.800.537.DEPO * wuwav.coashandcoash.com




EXHIBITS RETURNED

Respondent Exhibits
P Not utilized
A\AY Not admitted
YY Not admitted

DDD Not admitted

Copy to: Mark Preny, ALJ
Stephen Womack, Securities Division
Arthur P. Allsworth, Respondents
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Date: July 30, 2000

China New Era Group Corporation
No. 51A, Wangzhina Lane

East District, Beijing, China

William B. Lunsford
Lunsford Consulting Group
2050 Vista Ave, Suite 1000
Salem, OR 97304

Dear Sir or Madam:;

This letter is to certify that William B. Lunsford is an active consultant for China
New Era Group. Mr. Lunsford has been a business associate and friend for the past
10 years. He is a well cultured professional who possess the ability to assist New
Era Group with its global business developments. Over the years we have come to
trust him on a professional and personal basis. He is well versed in the Chinese
culture and has become a key element on our global business. Therefore, Mr.
Lunsford has the right to form new business alliances and negotiate on our behalf.

Yours Sincerely,
(signature)
Mr. Fu Wencheng President

For and On behalf of (Official Corporate Seal)
China New Era Group Corporation



LUNSF
CONSULTING

EXECUTIVE SUMMARY
CHINA

INTRODUCTION

Lunsford Consulting, LLC (Lunsford) is an Arizona-based consulting firm with deep, strong
business relationships in China. Principal and Founder, Mr. Lunsford, has been doing business
with the Chinese for more than 22 years. His unique approach to business and his strong
relationships with senior Central Government officials has afforded a unique opportunity to
develop business throughout the world.

The cliché most people recognize as the recipe for success is “Location, Location, Location.”
However, in China the recipe is “Quanxi, Quanxi, Quanxi” {pronounced like kwan-she). Quanxi
means contacts, relationships, networks and connections.

Lunsford has quanxi. Meaningful and trusted relationships are highly regarded, protected and
sought after in the Chinese culture. The principals of Lunsford enjoy significant relationships
with influential people in the private sector and the Central Government who are part of the
decision-making echelon of the PRC.

OPPORTUNITY

China has been aggressively seeking opportunities to expand its economy through the building
and funding of civil engineering projects in various countries around the world. Lunsford’s
relationship ties to government officials in several African and Latin American countries have
provided several significant opportunities to develop business with the Chinese. Lunsford has
relationships with many Chinese companies including China Poly, China New Era, CGGC, and
others.

PROJECT SUPPORT - FINANCIAL AND TECHNICAL INFORMATION

Lunsford, with its Chinese relationships provides a unique opportunity for project developers to
realize their project in potentially the most favorable economic scenarios possible. The Chinese
can and will provide technical expertise, design planning, financial projections and extremely
favorable financing alternatives without requiring ownership or equity interest in the projects.



Consequently, project developers retain more of the equity and control over the project than is
typical with traditional project packaging. It is truly a win-win proposition.

Lunsford’s currently portfolio of projects exceeds more than $158 in funding, with additional
projects in discussion. These projects will generate tens of millions of dollars in revenue to
Lunsford, beginning as early as the 1* quarter of 2012. Depending on the project, Lunsford will
generate revenue from a percentage of project funding, monthly revenue from ongoing sales
transactions, and from potential equity positions.

Lunsford is currently working in conjunction with its Chinese friends to develop a number of
projects around the world. A list of some of the projects and their status follows:

PROJECTS — Level |

1200 MW Coal Fired Power Plant — itobe, Kogi State, Nigeria - $1.5B for first 600MW phase,
with total of $2B+ for 2phases.

* Project includes Jetty on the River Niger, housing for plant employees, housing for
coal mining employees, reinforcement of 70km of road, 15km of new road to mining
site, and sectional improvements on 170km of roadway to limestone quarry.

Status

¢ Signed Agreement between parties

e Site surveys completed

* Verbal government support and guarantees provided by all relevant regulatory
departments

¢ Milestone/Timeline detail completed

¢ Initial Funding approved - Final funding awaiting final reports and Power Purchase
Agreement (PPA)/Sovereign Guarantee

400 MW Gas Power Plant — Nigeria — estimated $500M
Status
* Signed Memorandum of Understanding (MOU) between parties

Iron Ore/Steel Plant — Uganda — Estimated $500+M
Status
¢ |Initial review and acceptance of project by Chinese
* Signed Agreement between parties
¢ Preparing for site visit to Uganda

Hydro Power Energy Project — Uganda — estimated $800M (phase 1) remaining phases totaling
$3.5B over 5 years
Status
* Initial review and acceptance of project by Chinese
* Formal Letter of Interest submitted by China to Uganda Minister of Finance
* Preparing for site visit to Uganda — estimated 1* quarter of 2012



Three Point-to-Point Rail Projects — Uganda — estimated $600M - $1B

Status
e |nitial review and acceptance of project by Chinese
e Formal Letter of Interest submitted by China to Uganda Minister of Finance
e Preparing for site visit to Uganda — estimated 1% quarter of 2012

Oil Refinery — Uganda — estimated $2-3B
Status
e Chinese company identified for project
* Favorable initial discussion with company
* Formal request from China to explore project Government

Oil and Gas Development Project — Uganda — Estimated $900M
Status
* |nitial review and acceptance of project by Chinese
* |nvitations being prepared for Ugandan delegation with intention to sign MOU

PROJECTS - Level Il

Waste To Energy (WTE) — Buenos Aires, Argentina — Estimated $200M
Status
* |nitial review and acceptance of project by Chinese
* |nvitations being prepared for Ugandan delegation with intention of sign MOU

260 Kilometer Road / Bridge Construction— Paraguay — Estimated $400M
Status
* Project meets critical criteria for Chinese
* Completed Feasibility study
* Project approved by Peruvian Federal Government for sovereign guarantee
* Awaiting overview documentation

Oil Purchase/Exploration/Refinery — Various countries — estimated monthly revenue
Status
* China has made request to identify various crude oil sources for immediate
purchase, exploration and refinery investment
¢ Lunsford pursuing opportunities with established relationships

Gold Mining - Ghana - $100M+
Status
e Verbal interest
e Documentation under review



PROJECT - Level 1l

Government Housing and related infrastructure — Angola, Africa - estimated $900M
Status
* Preliminary discussions underway with lead developer
¢ Documentation under review

Air Traffic Control Tower — Common Market for Eastern and Southern Africa (COMESA)
Status
* Feasibility Study Complete
* Preliminary Project Proposal Completed
e Multiple relationships within COMESA organizations

Various Infrastructure Projects — Democratic Republic of Congo, Africa (DRC) — estimated up to
$15B
Status
e Local government relationships

Various Infrastructure Projects — Senegal, Africa
Status
e Electrical Power Plant - Mila
¢ Local government relationships

Various Infrastructure Projects — Liberia, Africa
Status
¢ Local government relationships

Alternative Fuel Injectors — Retro-fit emissions reduction, fuel conversion kits for diesel engines
Status
e Verbal interest expressed from China



PHOTOS OF PROJECTS

China Poly Building Chinese 1200 MegaW
Project Contractor to be built in Nigeria

Chinese Officials receive commitment from Zuma receives add’l financial commitment
Special Advisor to President G. L. Jonathan from the Debt Management Office




Meeting with the Oil Officials Meeting with ZhenHua Oil Executives
From NNPC/Hyson - Nigeria with Nigerian Rep to discuss China’s oil demands

Meeting between Chinese and Uganda Officials
Memorandum of Understanding (MOU) Signing Event
Chinese Company of Record: Sinosteel Equipment and Engineering Co.
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Subject: Re: Investment
From: Margo Mallamo <m3maliamo@gmail.com>

Date: Tue, Jan 17, 2012 7:59 am

RUMITIFD
To: mark@secondopinionsolutions.net -

: He}lo Mark, yes and thank you for the attachment. It was informative, but it did not say where my mbney would be speciﬁcény
- going or what the return on investment would be and how it would be paid. | was hoping for something more specific.

© Anyway, the snow up here has slowed things down. We got a huge winter storm which will now push my trip back to Arizona. We
. never get snow, so it tends to slow or close things down. My meetings today are still a go, but I'm not sure about the traffic :
. situation. It's only 6:45am and still snowing. 1 will try to call you later today or tomorrow. | should have my money by Wednesday
- and am hoping to place $200-8$250k into my name only, not an LLC. I'm hoping to wire it so it will not show in my bank account,
¢ but rather wire it straight into an investment. Let me know if this would be feasible, I'm not sure if it will be large enough for your

; investment. | won't be taking calls during the day, but you can text me anytime. | don't check my email as much as | should )

* there is a lot going on right now.

Thank you,

Margo

~ 480-359-6775

. On Mon, Jan 16, 2012 at 7:03 PM, <mark@secondopinionsclutions net> wrote:

Margo:

I hope all is well with you during this busy time. I want to make sure you received my previous email
about the China opportunity (with the attachments). Please confirm. Aiso, please let me know your
anticipated return to Phoenix so we can plan a meeting. Thank you again for your consideration,

Best Regards,

Mark Steiner

-------- Original Message ------~-

Subject: Investment

From: Margo Mallamo <m3mall ail.com>

Date: Mon, January 09, 2012 9:53 am
ondopinionsolution

Hello Sir,

I was forwarded an email a week or so ago, originally from Rolf Heartburg, about

your investment in China. I am looking for a profitable investment with a quick turn around
(less than a year) to quickly place the profits of business sale I am currently tied up with. I
am in the Seattle area for about a week or two, but could meet you when I return to Arizona.
There is a bit of a short time constraint on my ability to wire the money to an investment,
and this seems to be perfect timing.

Do you have information you can send so I can read up on it? I'm very interested on all the
gas and oil exploration currently going on, as I think it's a very lucrative future.

Thank you in advance for your time,
Margo Mallamo
m mail.com



mailto:rnark@secondopinionsoiutions.net
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Text Transcript Communications
Between Mark Steiner and Margo Mallamo

Jan 19, 2012 8:10 am

Mark:
Do you have time for a discussion sometime today?
-Mark Steiner

Margo:
¥ Yes, sorry. The power went out up here due to all the snow, so | don't have computer access.
It should be up hopefully sometime this am. What a mess! Give

2/2 me a sec, and l'll call u... I'm just waking up:)
Jan 19, 2012 10:53 am

Mark:
All has been forwarded to your email.

Margo:
Thank you for your prompt reply! I'll let you know when | have had time to review. How do you
want it returned? Can | scan and email or fax?

Jan 19, 2012 12:32 pm

Mark:
Scanning then emailing would be better if you can do that. | can receive a fax also, but need to
know when you would be faxing so | switch the phone line over. Whatever works for you.

Margo:

(*2) Ok, I will find a scanner and email it. Power is out again up here, but probably a FedEx office
will have power and be open downtown somewhere, then |

(2/2) won't have to worry about making another phone call. Thank you Mark.

Jan 21, 2012 2:41 pm

Mark:
Any luck with a scanner location?

Jan 23, 2012 10:29 am

Mark:
Hope all is well today. Let me know. Thx

Jan 23, 2012 11:22 am

Margo:

(1/2)My attorney looked over the operating agreement and found Heartburg had several arrests,
one recently for fraud. | won’t be investing. Thank you for your

(2/2)time.

MM




Mark:
I'm sorry to hear. There is a mis-association in you research. | would be happy to clarify

Jan 23, 2012 3:39 pm

Mark:

Margo:2 reasons to contact me... 1) Is your atty local? (Phx) If so, he probably knows the atty who
has handled the misrepresentation on the ‘fraud’ issue. | can put you in touch with him. 2) Rolf is
not involved in the project other than an independent investor (like you and all other investors —
he simply made a referral). His person or background has no bearing on the outcome,
distribution, or control of revenue, etc. | hope you will seek clarity before you make your final
investment decision. Thanks for your consideration. Mark Steiner

Jan 24,2012 11:11 am

Mark:
Is there any interest in reconsidering, contingent on satisfactory review of information?

Jan 25, 2012 8:50 am

Margo:
Thanks Mark, my attny is reviewing. | am officially divorced and taking a small needed vacation
and will be back in phx next week. We can discuss then. tkxs.

Mark:

Compliments on closing a difficult chapter. | appreciate your willingness to re-consider based on
a more accurate representation of facts. Enjoy your vacation. | look forward to meeting you
when you return to AZ

Margo;
Thank you:)

Feb 13, 2012 10:34 am

Mark:

Margo, This is Mark Steiner. | hope your vacation was restful. | am assuming you are back in
Arizona. | would like to meet with you regarding this China investment opportunity. We are
currently preparing for travel to complete the signing of our first funding project. | would like to
share the details with you. This information will help you clarify the opportunity, understand the
people in the project, and help you make an informed decision. | look forward to your response.

Feb 14, 2012 11:53 am

Margo:
| guess | want to know why Rolf was arrested for Fraud??

Mark:
it's a legitimate question...with an explanation. Would you be willing to meet and discuss that
and the opportunity for what they are collectively and individually?

Feb 14, 2012 12:42 pm

Mark: .
...simple discussion, then you can decide. That's fair isn't it? (You may like th answer)



Feb15, 2012 10:14 am

Mark:
| can offer both sides of the ‘fraud’ concern. Allow me to share the details.

Margo:
That would be fine, my attorney is sick and out of his office, so | was waiting for him to return my
call. | don't want to do anything without him:)

Mark:
Of course. | appreciate your open mindedness. Thx

Margo:
Sorry, | thought | replied to you yesterday, Im moving and trying to pack:)

Mark:
No problem. Good luck. Not always the most fun thing to do. If there is anything | can do to
help, plz let me know

Margo:

(*2) Thanks give me a few days and we can prob meet or if you want to email something | will
forward to my attny so he can start review untit im done. | want to

(2/2) get this money moving

Feb 15, 2012 10:30 am

Mark:

if it ok, | would prefer to talk directly to discuss the details. Because the in formation impacts the
reputations of people (I know both parties), | don't want to to inadvertently share info that could be
misinterpreted without the opportunity to address it directly. Once we have had the discussion, |
will be happy to put our common understanding in writing. Thanks for understanding. Perhaps
we can meet at the beginning of the week.

Margo:
Ok thank u

Margo:
lil let you know when im back, im in seattle packing

Feb 15,2012 11:00 am

Mark:
I will wait to hear.

Feb 21, 2012 7:56 am

Mark: :

How's the moving coming along? | have included a link to an article discussion our project in
Nigeria. We are currently preparing to travel to Nigeria with a Chinese delegation to sign off and
finalize this project. Please see the link below.
http://www.champion.com.ng/displaycontent.asp?pid=15810

Feb 22, 2012 2:59 pm

Margo:
Hi Mark, It's Margo can we meet tomorrow or Friday?



Feb 22, 2012 4:05 pm
Mark:
| am available Thursday afternoon from 3 to 6 and am flexible on Friday. What works best for
you?

Margo:
| will be downtown PHX tom afternoon, can we meet there?

Feb 22,2012 4:29 pm

Mark:
That will be fine. Let me know the location address and time. | will see you then.

Feb 23, 2012 9:02 am
Mark:
Have you determined a meeting location and time for this afternoon?
Feb 23, 2012 10:53 am
Margo:
(1/2) | should be doing the necessary paperwork for an LLC around 3:30-4:30 at the AZ
corporation dept address says 1300 washington. Text me when you arrive and |
(2/2) will be able to go give you a cahiers ck also. My attny wanted a cashiers check not a wire.

When are you going to China?

Mark:

| believe it will be the first part of March. We are working out the final travel arrangements to
meet the Chinese in Nigeria to finalize and sign the EPC agreement for funding. We are also
working on at least 2 other projects while we are there. | will fill you in on details when we meet.
I will plan on meeting you about 4:30. | will call when | arrive. Thank you

Feb 23, 2012 12:16 pm

Margo:
Can we meet a little earlier like 4pm?

Mark:
Sure. Same place?

Margo:
Ya, it won’t take me an hour to turn in the paper, 4 is good

Feb 23, 2012 3:52 pm

Mark:
| am here. | am in the lobby.
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Investor
Derek and Sandy Howard
SNL & Associates
Michael and Andi Laney
Bryce and Laurel Petersen
Jack and Jeanne Shell, FLT
Southridge Investments, LLC
Overall Plumbing Corp
Vantage FBO Robert L. Kocks IRA
Mitchell and Natalie Layton
Rock Living Trust
Shane Laney
Lee Weiss
Kim Marie Weiss
David Antestenis

Lucky Dog Investment Group, LLC

The Kinkaid Group, LLC
Jamey Vercelli

Cachaca Holdings LLC
Patricia Riddle

Sylvia Anderson

Will Law

Florin Capital Solutions, LLC
Sue Painter

D Steiner

DHS DBP

Zackarilly

R Kocks

Gmelich

TOTAL

OUT OF THE BLUE PROCESSORS
Address
N. 79th Pl., Scottsdale, Arizona 85255
23203 N. 121st Dr. Sun City, AZ 85373
16462 N. 67th St. Scottsdale, AZ 85254
9282 E. Desert View Scottsdale, AZ 85255
751 S. 650 E. Centerville, Ut 84014
8811 Highway 45 Nampa, ID 83686
1505 Southside Blvd. Nampa, ID 83686
31242 N. 49th St. Cave Creek, AZ 85331
8212 W Foothill Dr., Peoria AZ 85383
3117 S. Wylie Circle Mesa, AZ 85212
1987 W. Lawrence Circle South Jordan, UT 8409¢
PO BOX 27643 Scottsdale, AZ 85255
20346 N. 96th Way Scottsdale, AZ 85255
5345 E. McCelland Rd., #22 Meas, AZ 85205
7851 E. Hanover Scottsdale, AZ 85255
3930 E Fox Circle Mesa, AZ 85205
1819 E. Southern #B15 Mesa, AZ 85204
2633 E Indian School Rd Ste 410 Phoenix, AZ 85
19890 N. 85th Ave Peoria, AZ 85382
19890 N. 85th Ave Peoria, AZ 85382
1447 134A St. Surrey, BC V4A9A6 Canada
7625 S La Corta Dr Tempe, AZ 85284
9221 W. Briarwood Circle N. Sun City, AZ 85351
135 Country Club Trc Leesville, LA 71446
135 Country Club Trc Leesville, LA 71446
8917 E. Copper Valley Lane Sun Lakes, AZ 8524¢
Scottsdale, Arizona 85255
222 W, Coral Gables Drive Phoenix, AZ 85023

understood to be accredited investors

Participation
$ 100,000.00
$ 100,000.00
$ 70,000.00
$ 70,000.00
$ 50,000.00
$ 80,000.00
$ 45,000.00
$ 50,000.00
$ 100,000.00
$ 10,000.00
$ 5,000.00
100,000.00
$ 50,000.00
20,000.00
$ 15,000.00
$ 30,000.00
$ 25,000.00
$  308,000.00
$ 75,000.00
$ 75,000.00
$ 25,000.00
$ 15,000.00
$ 110,000.00
$ 25,000.00
$
$
$
$

$
$

120,000.00
75,000.00
10,000.00
15,000.00

HARREHAH

EXHIBIT

Relationship
friend / neighbor - aprox10 years
work associate / friend - approx 5 years
friend / church - approx 10 years
friend / church - approx 10 years
referred by friend of 10+ years
referred by other participant
referred by other participant
referred by other participant
work associate - approx 5 years
amount gifted from Michael and Andi Laney
amount gifted from Michael and Andi Laney
children attend same school
same as above - divided position due to divorce
work associate - approx 3 years
friend / neighbor - aprox10 years
church associate
work associate - approx 5 years
referred by friend of 10+ years
referred by other participant
referred by other participant
referred by other participant
referred by friend of 10+ years
referred by other participant
family
family
referred by other participant
referred by other participant
referred by other participant



IRON ORE STEEL PLANT EXHIBIT

UGANDA )

 REPUBLIC OF UGANDA
STEPHEN FK. KATENTA ~APULL
AMBASSADOR EXTRAORDINARY & PLENIPOTENTIARY
EMBASSY OF UGANDA ~ ~ TeL: +32 2 762 58 25
Averue DE TERVUREN 317 Bx. +32 2 763 04.38

nsoeaussa_s Babiun.  Mal: APULIBKATENTAQIGHMAL. COM
- CONTAGTUGANDAEMBASSY@GMAIL.COM

KIGE i STEEL MUKUNDANE IBO
COMPANY fihiod Exweutiv
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ROBox 127, Kampola, Uganda

Wob: £256(0) 752 114 047
Yok 52560} 392 691 065
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 SINOSTEEL

i SINOSTEEL
SINOSTERL EQUIPMENT & ENG&NEERING €O, LTD. SDSTEL EQUIPMENT & ENGINEERING CO., LTD

Lu Pengcheng Wang Jian
Maznaging Director ‘ E Deputy Genéral Manager
Add: 8 Haidian St Beijing ,P.R.Cltina {00080  Add: & Haidian St.Beijing PR China 100080
Tel: 86-10-62688198 hiip//mece sinosteel.com. Tek: 86-10-62688168 http://mecc.sinosteel.com
Fax: 86-10-62688098 Ermail: lupe@sinostesl.com Fax: 86-10-62638098 Email: wangid@sinosteel.com -
Mobile: 13701056374 Tipengeheng@mece sinosteel.com Miohile: 13601389063 wangjianli@meco.sinosteel.col

4, SINOSTEEL SINOSTEEL
NEE 0. 3 | [
oot EQUIPMENT & ENGI RING CO., LTD SHOSTERL EQUIPMENT & ENGINEERING CO., LTL
Zhang Xing Hua Guanglin
Deputy Director Director
Senior Engineer Engineer
Iron making Engineering Department Marketing Department
Add: 8 Haidiza St, Beijing , P. R. China 100080 Add: & Haidian St Bejjiog ,P R Chioa 100080
Tel: 86-10-62687801 Tel: 86-10-62687998 62687818
Fax: 86-10-62687981 hittp/mece.sinosisel.com. Fax: 86-10-62687983 62687985 hitp//mece.sinostesl.com

Medaiten 1201 TEET3RR Beails whanpeinaipes o 1 fowveri Maobile; 13911766181 huscnaselin@mace xinostael to
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SO RN PR i ARTAE P AR A R SLR 3 EE KATAE CRAUE /S /4D
Ak SY NG b2 o R HUAT BUX W YR 51 24 B A R T
Please apply forthwith for visa af the Embassy (Consulate General/Consulate/Office) of the P. R. China

EXHIBIT

BB
WITI BRI 5 —_ADMITTED

Invitation Letter of Duly Authorized Unit

in Belgium or the Commissioner’s Office of the Foreign Ministry of the P. R. China
in SAR with this letter.
W B AR [ AN EE ] 24 B
Name of Duly Authorized Unit
HBIE AR
Information of the Invited
SR R HEHBR EfE $rERS 45
Full Name Sex Date of Birth Nationality Passport No.
1 _Me Stephen kepimpinkatentaapti 53 1939.05.31 L LY DA023207

T

3 T

A \

RIFFIEERH 248 | BRIARRE 1 EKEEXE 20
Validity of Visa Intended to Apply | Number of Entries Longest Stay
WINBERR  2011.8.29 | PFEMIA b B goaw
Date of First Entry Places to Visit Purpose of Visit
BAEA HER | gmmeasERg

Contact Person

@.iﬁ 86-10-62689802 Seal and Signature

Tel

£ E 86-10-62685600

Fax

BEFH hanx j@sinosteel. com

E-mail

E: FEBAAMIH. RRAEANEAETS, AR
Notes: This letter is for 5 people at most . Please cross a diagonal in the blank space if there are less
than 5 people. For more than 5 people, please issue another one.
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MEMORANDUM OF UNDERSTANDING

THIS MEMORANDUM OF UNDERSTANDING is made on this 2™ day of
September 2011 between

KIGEZI STEEL COMPANY LTD. (KSCL), a Limited Company incorporated under the laws of
Uganda and having its registered office at Plot 5 Corporation Road, Ntinda, Kampala,
Uganda {hereinafter referred toas “The Client”),

AND

SINOSTEEL EQUIPMENT AND ENGINEERING CO, LTD. (SinoSteel), a professional
engineering company in metallurgy and energy industry, a full subsidiary of Sinosteel
Corporation which is a wholly-owned company by the Chinese Central
Government, listed as #354 in the World Top 500 companies according to Fortune List
of 2011, and is incorporated under the laws of China and having its registered office at 8
Haidian St., Beijing {hereinafter referred to as “the EPC Contractor”).

WHEREAS, the Republic of Uganda, through its political structure and organization, has
identified the transformation of iron ore into steel as a strategic component in the
development of rail infrastructure, hydro-power schemes, steel pipes for oil and gas
industry and to supply its many-other critical industries.

Now THEREFORE, the Client having.received a concession from the Uganda Gavernment
to develop an Iron Ore Mine and Steel Plant,

AND, whereas

The EPC Contractor has the professional and technical expertise in the mining of Iron
Ore, and the designing and building of Steel plants.

Now, therefore the two parties have mutually agreed to enter into an arrangement for
mutual benefit to facilitate the implementation of the project{s) identified in this
MEMORANDUM OF UNDERSTANDING.

Uganda Steel Needs

Uganda seriously lacks adequate steel and related products for critical infrastructure
development. It relies on importing such products to meet its demands. It is well
known and understood that the economic impact of importing such products is a drain
on it's foreign currency earnings. Importing these critical materials significantly retards
technology transfer, infrastructural progress, limits local jobs creation, employment, and
forgoes potential tax revenue, among others.

e

EXHIBIT
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With the implementation of the Iron Ore mine and a functioning/producing steel plant,
Uganda will be able to accelerate its economic growth and will directly benefit from
employment, skills development, tax revenue, and the advancement of other industries
associated with steel products including oil, power, rail transport, residential,
commercial and government housing, and international trade.

in view of the steel product needs of Uganda and the technical and financial expertise of
the EPC Contractor, it is in the mutual cooperation of both parties to enter into an
Exclusive Agreement to facilitate the project(s) named withity this document.

Solutions Provided by the EPC Contractor

The EPC Contractor finds the Ugandan opportunity suitable and a good fit for their
business model and desires to provide necessary technical expertise for the iron Ore
Mine and The Client’s Steel Plant(s).

The EPC Contractor is experienced and capable to provide the comprehensive technical
solutions for Uganda’s mining and steel plant needs.

The EPC Contractor is in & position to implement this project as a 100% turn key in
accordance with the Client’s feasibility study , but recommends that the minimum of
140, 000 tonhes per annum be scaled up thus requiring a bigger reserve of iron ore.
The EPC Contractor will implement this project upon request from the Government of
the Republic of Uganda to the Government of The Peoples Republic of China.

The Client has attaghed its reia;ed feasibility report as an addendum to this
MEMORANDUM OF UNDERSTANDING.

Preliminary Work Schedules/Paities Responsibilities

1. The EPC Contractor will send a team of it’s technical and finaricial staff to Uganda
for due diligence; survey of facilities, sites and engineering capabilities,
introduction to important and relevant government personnel at a proper time
as agreed between the parties.

2. The EPC Contractor will provide a technical and financial report and proposal of
project{s) for The Client’s approval.

3. The Client will provide any information/documents as may be required from
time to time for the:advancement and implementation of this project.

4. Upon mutual evaluation and project approval, both parties will undertake
procedural steps to enter into a Final Agreement to implement this project(s).

In view of Uganda’s need for lron Ore and Steel Plant products, and the expertise
offered by the EPC Contractor, both parties agree to-work in mutual cooperation to

implement this project(s).

IN WITNESS WHEREOF, this MEMORANDUM OF UNDERSTANDING dated September 2,
2011 is signed in Beijing, China.

Nl
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Discussion Attendees:

Uganda

Ambassador Stephen Katenta - Apuli

Honorabie S. B. Rukundo, Chairman KSCL Steel

Mr. Businge Katenta, Glebal Economic Strategies, LLC
Mr. Mukundane tho, CEQ Horizon Capital

Lunsford Consulting, LLC
Mr. William Lunsford
‘Mr. Mark Steiner

Sinosteel EQUIPMENT AND ENGINEERING CO, LTD.

Mr. Wang Jian, Deputy General Manager

Mr. Hua Guanglin, Director of Marketing Department
Mr. Li Ye, Project Manager

Mr. Liu Jimin, Chief Consuitant

Mr. Wang Chunyu
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September 2, 2011

Hon. Maria Kiwanuka

Minister of Finarice and Economic development
KAMPALA,

Uganda.

Madam Minister,

It was a pleasure for us to meet the Business Uganda delegation led by the Hon. 8. B.
Rukundo. We believe that these discussions to set up a steel mill for Kigezi Steel
Company Ltd. will find favor with the Governments of the Republic of Uganda and
the People’s Republic of China

Our discussions on the steel mill did bring up the impact of this project on other
development needs of the Republic of Uganda especially in the areas of Energy,
Infrastructure Development and Construction.

This letter is to express the interest of Sinosteel Equipment & Engineering Co., Ltd in
participating in other projects like the construction of the Oil Refinery, Cement
Manufacturing Plants, implementation of the Hydro Energy Schemes, Electrlclty
'High Voltage Transmissions Liners, Construction and the such other projects: that
the two countries would mutually identify and agree upon.

We look forward to enhancing the very good relationship, which so happxly eX1st
between our countries.

Yours Faithfully,

3

Mr Wang Jian
Deputy General Mengy AN ég
Sinosteel Equipm' t&Engm &113573{ L, Ltd

Hodk: P E EFBIRAESSPRERTBHTHARE dE4: 100080
i 86-10-62688188

4575 : 86-10-62688098

ik - hitpy//mece.sinosteel.com




ENMBASSY OF THE REPUBILIIC OF
AND PERMANENT MISSION TO THE EUROPEAN UNION

Tel: 432 2 762 58 25 Avemue de Tervuren 317
Fax: +32 2763 04 38 ’ 1150 Brussels
E-mail: contactugandaembassy@gmail.com Beloinm

Website: www.nganda-embassy.be
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THE REPUBLIC OF UGANDA

Ref: B/ ADM. 02

3rd September 2010

Lunsford Consulting, LLC
William B. Lunsford
Mark G. Stemner

4824 E. Baseline Road
Mesa, AZ 85206

Dear Mr. Lunsford and Mr. Steiner,

I enjoyed my discussion with your company regarding possible opportunities and
ventures between Uganda and China. As per our discussion, Uganda has interests in
exploring strategic financial and technical affiliations with your associates in the Chinese
Central Government.

I would appreciate their consideration for various infrastructural development projects.
Some projects of interest include:
. Power and electricity — 5,000 megawatts to 20,000 megawatts within 15 years

o Hydro — using water from the rive Nile
o Thermal Heat — converting natural gas
. Government Real Estate Development

0 Police Headquarters, Regional Offices and Barracks Buildings

s} Roads and Highways
. Additional Projects with partner countries

0 Uganda enjoys favorable relationships with key government officials
from several neighboring countries that have expressed similar interests.

Uganda would be looking to possible contract financing for medium and long term loans
to advance these projects.

1 look forward to your response in advancing these opportumties.

Sincerely,

Stephen T K. Katenta-Apuli
AMBASSADOR
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Mesa, Arizona 85206

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133

This instrument was recorded at the request of:

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

NN A

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

(1)

Phoenix, AZ 85034

1242 E. Jackson Street

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 015

MEMBER: MANAGER:

DUKE COWLEY Mark Steiner

7877 E. Hanover Way
Scottsdale, AZ 85255

MEMBERSHIP / VOTING

PERCENTAGE OWNERSHIP / PROFITS

$ 25,000

3.3333%

NON-VOTING INTEREST

TOTAL: $ 25,000/ $ 750,000

3.3333% 100.00%

CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C. (Il), as
amended from time to time.



ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member's execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifiations, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in theis Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

(IT)

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 009
MEMBER: MANAGER:
CARY STEINER .
- Mark Steiner

995 Chippewa Way 7877 E. Hanover Wa
Washington, UT 84780 ' y

' Scottsdale, AZ 85255

MEMBERSHIP/VOTING: PERCENTAGE OWNERSHIP / PROFITS
$ 80,000 10.6667%
NON-VOTING
TOTAL: $80,000/ $750,000 10.6667 / 100.00%
CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C. (ll), as
amended from time to time.



ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member's execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifiations, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in theis Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

CERTIFICATE DATE: June 1, 2008 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 004

MEMBER: MANAGER:

DAVID H. STEINER Mark Steiner

DEFINED BENEFIT AND PENSION PLAN
135 Country Club Terrace
Leesville, LA, 71446

7877 E. Hanover Way
Scottsdale, AZ 85255

MEMBERSHIP / VOTING:

PERCENTAGE OWNERSHIP / PROFITS

$ 120,000

8.0000%

NON-VOTING INTEREST

TOTAL: $ 120,000/ $ 1,500,000

8.0000% / 100.00%

CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C., as

amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member's execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifications, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in this Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person. Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

(I1)

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 007
MEMBER: MANAGER:
DAVID STEINER .
Mark Steiner
135 Country Club Terrace
Leesville, LA 71446 7877 E. Hanover Way

Scottsdale, AZ 85255

MEMBERSHIP / VOTING: PERCENTAGE OWNERSHIP / PROFITS

$ 25,000 3.3333%

NON-VOTING INTEREST

TOTAL: $ 25,000/ $ 750,000 3.3333% 100.00%

CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C. (ll), as
amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member’s execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifiations, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in theis Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

)

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 007(A)
MEMBER: MANAGER:
DAVID STEINER .
135 Country Club Terrace Mark Steiner
Leesville, LA 71446 7877 E. Hanover Way
! Scottsdale, AZ 85255
MEMBERSHIP / VOTING: PERCENTAGE OWNERSHIP / PROFITS
$ 50,000 6.6666%
NON-VOTING INTEREST
TOTAL: $ 50,000/ $ 750,000 6.6666% 100.00%
CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are

contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C. (Il), as

amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member’s execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifiations, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in theis Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

(1)

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 012

MEMBER: MANAGER:

Don and Lynne Gilman Living Trust Mark Steiner

Date 11/05/21012
1230 Mourning Dove Court
Redmond, OR 97756

7877 E. Hanover Way
Scottsdale, AZ 85255

INVESTMENT / VOTING: PERCENTAGE OWNERSHIP / PROFITS
$ 22,500 3.000%
NON-VOTING INTEREST
TOTAL: $ 22,500/ $750,000 3.000% / 100%

CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C. (ll), as
amended from time to time.



ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member’s execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifications, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in this Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member: Signature of Member:

Mark G. Steiner Member Representative Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

(1)

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 011
MEMBER: MANAGER:

Mark Steiner

VANTAGE FBO HENRY H. CLAY IRA
20860 N. Tatum Blvd. Ste 240
Phoenix, AZ 85050

7877 E. Hanover Way
Scottsdale, AZ 85255

INVESTMENT / VOTING: PERCENTAGE OWNERSHIP / PROFITS:
$ 35,000 4.6667%
NON-VOTING INTEREST
TOTAL: $ 35,000/ $750,000 4.6667% / 100%

CONTRIBUTIONS

£ _The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C. (ll), as
amended from time to time.



ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member’s execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifications, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in this Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning frust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Read and Approved: Vantage FBO Henry H. Clay IRA

Mark Steiner Henry H. Clay Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

(1)

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 007(A)
MEMBER: MANAGER:

JAMIESON MACDONALD
BARBARA MOORE
27206 N. 143rd Ave.
Surprise, AZ 85387

Mark Steiner
7877 E. Hanover Way
Scottsdale, AZ 85255

INVESTMENT / VOTING:

PERCENTAGE OWNERSHIP / PROFITS

$ 35,000

4.667%

NON-VOTING INTEREST:

TOTAL: - $35,000/ $750,000

4.667% / 100%

CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C. (ll), as

amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member's execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifications, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in this Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

()

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 007
MEMBER: MANAGER:
JAMIESON MACDONALD Mark Steiner
BARBARA MOORE 7877 E. Hanover Way
27206 N. 143rd Ave. Scottsdale, AZ 85255
Surprise, AZ 85387
INVESTMENT / VOTING: PERCENTAGE OWNERSHIP / PROFITS
$ 15,000 2.000%
NON-VOTING INTEREST.:
TOTAL: $15,000/ $750,000 2.000% / 100%

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are

CONTRIBUTIONS

contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C. (ll), as

amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member's execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifications, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in this Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

(1)

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 003 A
MEMBER: MANAGER:
VANTAGE FBO SUZANNE PAINTER Mark Steiner
20860 N. Tatum Bivd. #240 7877 E. Hanover Way
Phoenix, AZ 85050 Scottsdale, AZ 85255
MEMBERSHIP / VOTING PERCENTAGE OWNERSHIP / PROFITS
$ 61,369 8.182%
NON-VOTING INTEREST
TOTAL: $61,369/$ 750,000 8.182% / 100.00%
CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are

contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C.(ll), as

amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member’s execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifications, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in this Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative




This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

(1)

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 003

MEMBER;: MANAGER:

SUE PAINTER Mark Steiner

9221 W. Briarwood Circle N.
Sun City, AZ 85351

7877 E. Hanover Way
Scottsdale, AZ 85255

MEMBERSHIP / VOTING:

PERCENTAGE OWNERSHIP / PROFITS

VOTING: $50,000 6.6667%%
NON-VOTING INTEREST
TOTAL: $50,000 / $750,000 6.6667% / 100.00%

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are

CONTRIBUTIONS

contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C.(ll), as

amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member’s execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifications, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in this Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed fo by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

(1)

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 002

MEMBER: MANAGER:

ROLLE YOUELL HOGAN Mark Steiner

40 Saint Peter's Avenue
Caversham, Reading
Berkshire RG47DD
United Kingdom

7877 E. Hanover Way
Scottsdale, AZ 85255

INVESTMENT / VOTING:

PERCENTAGE OWNERSHIP / PROFITS

$70,000

9.3333%

NON-VOTING INTEREST

TOTAL: $70,000 / $750,000

9.3333% / 100.00%

CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C. (ll), as
amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member’s execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifications, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in this Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person. Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

(1)

CERTIFICATE DATE: May 1, 2011 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 010
MEMBER: MANAGER:
TREND MANAGEMENT, L.L.C. Mark Steiner
147 Varsity Estates Terrace N.W. 7877 E. Hanover Way
Calgary, Alberta Canada T3B5J7 Scottsdale, AZ 85255
MEMBERSHIP / VOTING: PERCENTAGE OWNERSHIP / PROFITS
$250,000 33.3333%
NON-VOTING INTEREST
TOTAL: $250,000/ $750,000 33.3333% / 100.00%
CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C. (ll), as
amended from time to time.



ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability Company
with the Corporation Commission of the State of Arizona, as amended from time to time.
Member further adopts, ratifies, and agrees to be bound by the terms and conditions of the
Operating Agreement of the Limited Liability Company, as amended from time to time, and
Member's execution of this Certificate of Membership shall be an execution in counterpart of that
Operating Agreement. Member hereby acknowledges receiving a copy of the Operating
Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifications, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any provision
of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in this Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted. The
Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee, vendee,
transferee, or endorsee hereof be recognized as having an interest in such partnership Percentage
Interests by the issuer for any purpose, unless (1) a registration statement under the Securities Act of
1933, as amended, with respect to such Company Percentage Interests shall then be in effect and such
transfer has been qualified under applicable state securities laws, or unless (2) the availability of an
exemption from registration and qualification shall be established to the satisfaction of counsel of the
Company. The Percentage Interests represented by this document are subject to further restriction as to
their transferability as set forth in the Operating Agreement of the Company and agreed to by each
Member. Said restrictions provides, among other things, that no transferee shall become an Additional
Member unless consented to by every Manager. These restrictions on transferability shall not prevent
transfers to an estate planning trust in which Member is Grantor, or to a Limited Liability Company in which
Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative

Date



This instrument was recorded at the request of.

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person. Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

CERTIFICATE DATE: June 1, 2008 | STATE OF ORGANIZATION: ARIZONA

CERTIFICATE NUMBER: 020

MEMBER: MANAGER:

SYLIVA ANDERSON Mark Steiner

19890 N. 85th Ave. 7877 E. Hanover Way

Peoria, AZ 85382 Scottsdale, AZ 85255

MEMBERSHIP: PERCENTAGE OWNERSHIP / PROFITS

VOTING: | 0.00%

NON-VOTING: 6.6667%

TOTAL: 6.6667%
CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C,, as
amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member’s execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifiations, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in theis Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed fo by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

CERTIFICATE DATE: June 1, 2008 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 028
MEMBER: MANAGER:
RAYMOND J FLORES and/or Mark Steiner
REBECCA FLOWERS 7877 E. Hanover Way
4219 N. 418t P Scottsdale, AZ 85255
Phoenix, AZ 85018
INVESTMENT / VOTING PERCENTAGE OF MEMBERSHIP
$ 50,000 3.3333%
NON VOTING INTEREST
TOTAL: $ 50,000/ % 1,500,000 3.3333% / 100.00%
CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C., as

amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member’s execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifiations, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in theis Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

CERTIFICATE DATE: June 1, 2008 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 029
MEMBER: MANAGER:
REBECCA FLOWERS and/or Mark Steiner
RAYMOND J FLORES 7877 E. Hanover Way
4219 N. 418t PI Scottsdale, AZ 85255
Phoenix, AZ 85018
INVESTMENT / VOTING PERCENTAGE OF MEMBERSHIP
$ 50,000 3.3333%
NON VOTING INTEREST
TOTAL: $ 50,000/ $ 1,500,000 3.3333% / 100.00%
CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C,, as

amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member’s execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifiations, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in theis Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person. Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

CERTIFICATE DATE: June 1, 2008 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 019
MEMBER: MANAGER:
PATRICIA RIDDLE Mark Steiner
19890 N. 85th Ave. 7877 E. Hanover Way
Peoria, AZ 85382 Scottsdale, AZ 85255
MEMBERSHIP / VOTING PERCENTAGE OF MEMBERSHIP
$ 75,000 5.000%
NON VOTING INTEREST
TOTAL: $75,000/% 1,500,000 5.000 % / 100.00%
CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C., as
amended from time to time.



ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member’s execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifiations, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in theis Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative



This instrument was recorded at the request of:

LUNSFORD CONSULTING, L.L.C.
4824 E. Baseline Rd. Suite 133
Mesa, Arizona 85206

This recording official is directed to return this
instrument or a copy to the above person.

Space Reserved for Recording Information.

CERTIFICATE OF MEMBERSHIP
OUT OF THE BLUE PROCESSORS, L.L.C

CERTIFICATE DATE: June 1, 2008 | STATE OF ORGANIZATION: ARIZONA
CERTIFICATE NUMBER: 018
MEMBER: MANAGER:
ROLLE YOUELL HOGAN Mark Steiner
40 Saint Peter's Avenue 7877 E. Hanover Way
Caversham, Reading Scottsdale, AZ 85255
Berkshire RG47DD
United Kingdom
INVESTMENT / VOTING PERCENTAGE OF MEMBERSHIP
$ 308,000 20.5333%
NON VOTING INTEREST
TOTAL: $ 308,000/ $1,500,000 20.5333% / 100.00%

CONTRIBUTIONS

The initial assets contributed to the Limited liability Company, and the liabilities assumed, if any, are
contained within the Operating Agreement for OUT OF THE BLUE PROCESSORS, L.L.C,, as

amended from time to time.




ARTICLES & OPERATING AGREEMENT

Member adopts and ratifies the Articles of Organization filed for this Limited Liability
Company with the Corporation Commission of the State of Arizona, as amended from time to
time. Member further adopts, ratifies, and agrees to be bound by the terms and conditions of
the Operating Agreement of the Limited Liability Company, as amended from time to time,
and Member's execution of this Certificate of Membership shall be an execution in
counterpart of that Operating Agreement. Member hereby acknowledges receiving a copy of
the Operating Agreement and all its attachments ~

SPECIAL CONDITIONS & RIGHTS OF MEMBERSHIP

The membership under this Certificate of Membership is subject to certain designations,
preferences, qualifications, limitations, restrictions, special rights, and/or relative rights, which
shall control with respect to the membership under this Certificate notwithstanding any
provision of the Operation Agreement to the contrary, as follows:

1. None

2. Except as otherwise provided in this Certificate, this Membership is subject to all the
terms and conditions of the Operating Agreement of the Limited Liability Company.

RESTRICTIONS ON TRANSFERABILITY

The Company Percentage Interests represented by this document have not been registered under any
securities laws, and the transferability of the Company Percentage Interests therefore is restricted.

The Company Percentage Interests may not be sold, assigned, or transferred, nor will any assignee,
vendee, transferee, or endorsee hereof be recognized as having an interest in such partnership
Percentage Interests by the issuer for any purpose, unless (1) a registration statement under the
Securities Act of 1933, as amended, with respect to such Company Percentage Interests shall then be
in effect and such transfer has been qualified under applicable state securities laws, or unless (2) the
availability of an exemption from registration and qualification shall be established to the satisfaction of
counsel of the Company. The Percentage Interests represented by this document are subject to
further restriction as to their transferability as set forth in the Operating Agreement of the Company
and agreed to by each Member. Said restrictions provides, among other things, that no transferee
shall become an Additional Member unless consented to by every Manager. These restrictions on
transferability shall not prevent transfers to an estate planning trust in which Member is Grantor, or to
a Limited Liability Company in which Member is the Manager.

Signature of Manager: Signature of Member:

Mark G. Steiner Member Representative
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h_w SINOSTEEL EQUIPMENT &

Sinosteel Equipment & Engineering Co., Ltd 5= svenseriecorm.

@ Origin from MMI, Founded in 1972 as
China Metallurgical Equipment
Corporation

@ Ranking 354 on Fortune World Top 500
with a sale revenue of 27billion USD in
2011.

@® Has accomplished over 500 domestic
projects and over 80 overseas EPC/EP
projects. ,

@® Has established relationship with more
than 40 countries and regions
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Sinosteel Corporation
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Business Scope

Engineering
- Equipment Procurement + Quality Control
- Construction + Erection
- Site service + After Sales Service
Operation Assistance & O&M
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Metallurgy Mining Power Infrastructure




EXHIBIT

RESOLUTION MEETING

between

Current Energy of Ecuador, S. A.
and

Sinosteel Equipment and Engineering Co. LTD

This Resolution is made this 25 day of June 2013 between SINOSTEEL EQUIPMENT AND ENGINEERING
CO., LTD (hereinafter SINOSTEEL) of Sinosteel Plaza, 8 Haidian Street, Beijing, CHINA and CURRENT
ENERGY OF ECUADOR, S.A. (hereinafter CURRENT) of Pasaje Yaupi N31-53, Mariana de Jesus, Quito,
Ecuador. lointly SINOSTEEL and CURRENT shall be referred to as the Parties.

WHEREAS, the Parties have entered into a Memorandum of Understanding {MOU) dated 5 January 2013
in which they agreed to work together to construct and obtain financing for that 45MW hydroelectric
project known as The Apaqui Hydroelectric Project {hereinafter the Project), upon a successful site visit,
technical and financial review, the Parties agree to continue the development of the Project.

IT IS RESOLVED THAT:

s Current and Sinosteel intend to execute an EPC Agreement {Engineer, Procure, Construct) as soon as
is reasonable, perhaps within three weeks from the date of this Resolution.

e While both parties intend to execute an EPC, Current and.Sinosteel agree that certain information
and details need to be determined which are necessary for inclusion in.an EPC.

e Current and Sinosteel agree to-determine the following for inclusion in an EPC:

& Current will assign a Project Manager to communicate directly with Sinosteel for all project details
leading up to the signing of the EPC.

e Current will ensure that Sinosteel is provided with-any remaining engineering and design drawings
as may be further requested.

s Current will make available the down payment, per the context of a performance guarantee from
SINOSTEEL, as will be requested by the bank that will be lending the funds for the development of
the project.

s Sinosteel will seek optimal financial solutions per the information-acquired from the site visit.

e Current and Sinosteel will work together to obtain the proper insurance coverage for the Project.

s ltis agreed by both Parties that upon completion of the necessary requirements for the Project,
funding will be made available, at which time the down payment wil} be required.

e The Parties will continue to cooperate in good faith to complete any other details required to sign
the EPC and complete the Project as soon as possible.

It is so Agreed and Resolved:

SINOSTEEL EQUIPMENT AND ENGINEERING, Co, Ltd. CURRENT ENERGY @F ELCUAROCR, S.A.

\¥4
By: Authorized Signature By: Authorized Signature




EXHIBIT

Hydroelectric Plant — Apaqui River Project — Ecuador

l. Ecuador

Ecuador is a country formed from the northern section of the ancient Inca Empire. It has a population of
approximately 16,000,000. A new constitution formed and approved in 2008 under current President
Rafael Correa has initiated new economic vibrancy in the country with its vast natural resources. in 2011
the government signed a $2 billion forward purchase contract for oil with the China Development Bank,
and earlier this year a $571 million loan was signed with China’s Export/Import bank for the
development of another hydroelectric plant.

1. Scope of this Project

The Hydroelectric Apaqui Project is a 45 MW hydroelectric plant located on the Apaqui River in Province
of Carchi about 100 km north of the capital city of Quito. The power produced by this plant, through the
national grid, is contracted by way of a Power Purchase Agreement (PPA) with the port and industrial
city of Guayaquil, the largest city in Ecuador with a population of just under four million people.
Additionally, a new federal law in Ecuador guarantees purchase by the central government of all power
produced and guarantees timely payment on those purchases.

9]




fil. Permits and Concessions

All permits, licenses, environmental impact studies, and government concessions have been completed
and obtained and the feasibility study is done and approved.

V. Project Description

This hydroelectric project is designed to make use of the Apaqui River resources which forms part of the
Mira River of the Ecuadorian highlands. Here are just some of the highlights of the final plan which has
gone through several revisions previously:

* Theriver flow rate is 9.4 m*/s adequate for 45 MW

* The new plan calls for greater unification of the hydraulic system

* Agreatly improved tunnel system

* Relocation of the reservoir timely regulation

* Change and improvement in the design of the open canal section

* Suppression of the fast and micro central between the end of the tunnel and the beginning of
the canal

* Re-sizing of the equilibrium chimney and pressure pipe

* A more efficient forging of the interconnection to the National Grid System at 138 KW and
modifying the trace line

V. Guarantees

As already indicated, the central government guarantees both the purchase and the payment of the
power produced. This is a guarantee by central government law. Whatever portion of the construction
process is done by local enterprises will be guaranteed by insured construction performance bonds.

VI. Timing of the Project

It is estimated that the entire project can be completed within 24 months from the signed final
agreement with a best estimate of 18 months. All the permits and licenses are in place.



Vil. Cost of the Project

Site preparation and plant construction 40,427,000
Transmission lines: 3,701,572
Electromechanical equipment: 27,698,933
Engineering, legal, accounting, consulting, insurance, etc. 7,002,483
Local loan repayment: 1,709,000
Contingencies 4,000,000

Sub-Total 84,538,988
Working capital during the construction process 1,603,500

Total Funding Needed 86,142,488

2%

& Site preparation and plant
construction

| Transmission lines:

# Electromechanical equipment:

® Engineering, legal, accounting,
consulling, insurance, etc.

® Local loan repayment:

# Contingencies

$86,142,488 — Funding Need

Vill. General Technical Characteristics

General characteristics of the generators:

Characteristics Value

Continuous nominal power 16548 Kva



Factor of nominal power {in delay) 0.9

Nominal voltage stage to stage of exit 13.8 Kv

Basic level of isolation 95 kV crest

Nominal synchronous speed 600 rpm

Connection of the stator Earth to star

Height of installation —m s.n.m 1705,.5
Mechanical Characteristics of the generators:

Characteristics Value

Maximum velocity 900 rpm

Temperature rise of the winding of the stator No>652C

Maximum temperature of the air of cooling to the generator 0ecC
Electrical Characteristics of the generators

Characteristics Value

Range of adjustment of voltage with nominal power 5%

Nominal frequency 60 Hz

Overload capacity by 1 hr (within a minimum period of 12h) 10%

Type of isolation (stator/rotor) with technology VPI F/F

Maximum temperature rise of the stator (by resistance/room temperature of 402 C) 652 C

Maximum temperature rise of the rotor (by resistance/room temperature of 402 C) 652 C

Type of temperature rise (increase of 802C on room temperature) B

Degree of protection P23

Number of poles 12

Variation voltage of stationary state 5%

Type of assembly Horizontal

Norms IEC34-1, 265, 420

Type of cooling 1C01

Overload capacity during 30 sec 150%

Relation of short circuit >0.8

Sub transitory reactance >0.1p.u.

Maintained current of short circuit during 10 sc. Mayor 2.5 In

Harmonic Content THF max. 5%

Factor of telephone influence TIF < 50

Efficiency 97%

Permanent statism 4-7%

Inert zone Less than 0.1%

Time of establishment of the bow of speed buffering 60 seconds

Frequency band of reference +/-0.15 Hz



IX. Power Production

The considered gross magnitude of the energy produced by the project is estimated to be over three
hundred million kilowatts per year as shown here: +

MW/Hr KW/Hr KW/Day KW/Month KW/Year
36.00 36,000 864,000 26,280,000 315,360,000

X. Carbon Emission Reduction (CER) Credits

It is estimated that this project will qualify for 2,100,000 CER credits per the Kyoto Accords. Just exactly
what benefits that translates into for the project will be determined with the United Nations FCCC
Department at the time the project commences.

Xl. A Brief History of the Project

The initial feasibility study for this project started in 2006. At first it was proposed to be a power plant of
36 MW. As the study proceeded there were various environmental and other issues which arose all of
which were resolved. Then at the end of the initial study, the power generation proposal changed from
36 MW to 45 MW and new studies were required. Finally in second quarter of 2012 the project for 45
MW was approved. All the necessary concessions, permits, and approvals have been obtained.

Xil. Project Readiness

The Apaqui River Hydroelectric Plant project is ready to begin upon funding.



--Misc. Diagrams




e LATINADA, LLC Lunsford Consulting, LLC

www.latinadallc.com 4824 Baseline Rd,
24350 N. 74" Place Suite #133
Scottsdale, AZ 85255 Mesa, AZ 85206
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Tel: 480-329-9650 Tel: 480-734-7129

Fax: 480-629-5951
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SINOSTEEL SINOSTEEL EQUIPMENT & ENGINEERING CO.,LTD.

Date: March 11, 2014

Econ. Gustavo Baroja Navidez
Prefect of the Province of Pichincha
Pichincha Government Offices
Quito, Ecuador

Expression of Interest to undertake the construction of S0MW El Tigre Hydropower in Ecuador

Dear Sir,

We take this opportunity in introducing ourselves as a China Government State Owned Corporation with an
annual turnover of USD 25 billion. Sinosteel was established in 1972 as an internationally operated EPC
Contractor in the fields of Metallurgical, Energy (power), Infrastructure Mining. As the leading engineering
company in China, Sinosteel has successfully completed over 80 overseas EPC/EP projects, and over 500 state
key projects in China. We have committed ourselves to provide all-in-one tailor made solutions to our customer,
and our operation has been expanded to over 40 countries worldwide.

We understand that you are planning to construct an 80MW Hydropower in El Tigre, Ecuador, and are seeking
financial facility with an EPC Company. We express our great interest to undertake this project on Finance,
Design, Build, Construct and Commissioning, Training on long term financial agreement on mutually agreed
terms against repayment guarantees.

We, along with our expert engineers, reviewed the El Tigre site in June 2013 while visiting Ecuador. At that time
we obtained technical information including drawings and the topographical maps of the El Tigre project. We
understand the project and are prepared to present technical and financial proposals upon your request.

We are experienced in these kinds of projects and have completed many projects like this, not only in China but
internationally as well. We include local expertise, employment, training, and content when possible. We can
assure you that if given an opportunity you will find us up to your satisfaction.

We had the pleasure of receiving H.E.VP Glas in January 2014 in Beijing, and we are now working on a Steel
project. Sinosteel would like to establish a long-term business relationship with Ecuador.

Thank you for your consideration.

Yours sincerely, s,

Wang Chunyu ;
Assistant President
For and on behalf of Sinosteel Equipment & Engineering Corp.

Add: 8 Haidian St., Beijing, P.R.China 100080 Tel: +86-1062688198 Fax: +86-10-62688098 Http://mecc.sinosteel.com


Http://mecc.sinosteel,com
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EXECUTIVE SUMMARY OF THE hydroelectric project MERCY OF EXHIBIT
THE JONDACHI 19 MW

GENERAL LOCATION OF THE PROJECT

Hydroelectric development known as the mercy of Jondachi as we can see in the chart
below, is located in the community of the mercy of the parish Cotundo canton
Archidona in the eastern province of Napo. The project is located between the UTM
coordinates: 187,000 E - 190,000 E and 9,917,000 - 9,922,000

il
de Jondach

DESCRIPTION OF BASIC PARAMETERS OF THE PROJECT

Studies conducted have obtained the following technical and economic parameters that
allow you to analyze the desirability for the construction of the project.

Gross Height: 159.14 m

Net Height: 155.22 m

Design Flow: 13.35 m3/s

Rated power: 19 MW

Francis horizontal Units: 2x9.5 MW
Average annual production:112.73 GWh
Tonnes of CO2 equivalent : 60 288 Tn/year
Budget direct cost: 41 '089 USD 594.52
National minimum participation: 51.10 %



HYDRAULIC WORKS PROJECT HIDROELECTRICO THE MERCY
OF JONDACHI OF NOMINAL 19 MW

The Azud Height: 2.50 m
The Azud Fixed Length: 20.80 m

Catchment ﬁxsg\lzifhlzzclijgke (2 Stages)
’ Length of the Azud Mobile: 20.00 m (4
stages)
Driving takes - Rectangular Length of the stage: 292.00 m Free surface Flow
'‘Desarenador Tier T1 Channel Rectangular Section: 2.50 x 3.00 m s e oy
. ) Total Length: 130.07 m . .
Desarenador Dual chamber Total Width: MXN16.65 m Continuous flushing
'Desarenador - Ravine. Rectangular Length of the stage: 14493 m Free surface Flow
tranches T2 and T3 Channel Rectangular Section: 2.50 x 3.00 m rees © riow
Quebrada TO Aqueduct 1 Length: 26.00 m

Gradient Az: 4.63 m
Rectangular Length: 76.90 m

Channel Rectangular Section: 2.50 x 3.00 m
Length: 3084.83 m

Ravine - Tunnel. Tier 4 Free surface Flow

Tunnel, Tier § Tunnel Trunk Section: 2.50 x 3.20 m Free surface Flow
Tunnel - Quebrada B. Tier Rectangular Length: 53.29 m Free surface Flow
T6 Channel Rectangular Section: 2.50 x 3.00 m surlace
Length: 20.00 m
Quebrada B Aqueduct 2 Gradient Az: 3.37 m
Quebrada B - Quebrada C, Rectangular Length: 79.20 m
Tier T7 Channel Rectangular Section: 2.50 x 3.00 m Free surface Flow
Length: 26.00 m
Quebrada C Aqueduct 3 Gradient Az: 2.96 m
Quebrada C - Quebrada D, Rectangular Length: 71.00 m
Tier T8 Channel Rectangular Section: 2.50 x 3.00 m Free surface Flow
Length: 10.00 m
Quebrada D Sewer Gradient Az: 1.69 m
Quebrada D - Quebrada E, Rectangular Length of the stage: 129.50 m
Tier T9 Channel Rectangular Section: 2.50 x 3.00 m Free surface Flow
Length: 2200 m
Quebrada E Aqueduct 4 Gradient Az 6.12 m
Quebrada E - Quebrada F, Rectangular Length: 117.63 m
Tier T10 Channel Rectangular Section: 2.50 x 3.00 m Free surface Flow
R Length: 26.00 m
Quebrada F Aqueduct 3 Gradient Az: 9.57 m
Quebrada F - cargo tank, Rectangular Length: 4.50 m
Tier T11 Channel Rectangular Section: 2.50 x 3.00 m
Cargo Tank Open Length: 50.00 m

Width: 10.00 m
Total Length of line: 414.67 m
Diameter: 2000 mm

Constant Ll1= 82.53m;el =8 mm
Diameter, buried | L2=185.98 m; e2 =10 mm
L3= 9147 m;e3 =14 mm
L4= 54.69m;ed =16 mm

Pressure Line

Inlet diameter: 1070 mm Next to the house of machines
Home of Machines Francis Group Home area of machines: 33.90 x 17.30 is located the substation with
m2 a area of: 32.60x33.82 m2

2 Channels of :

Refund Channel Length: 30.67 m width: 3 m




LENGTH OF DRIVING

Tanel 3084.83 2.50x3.20 2.67
Canal Abierto 379.10 2.50x3.00 2.59
Canal Cubierto 719.85 2.50x3.00 2.59

4183.78

LENGTH ACCESS ROUTES TO THE MERCY OF JONDACHI

, . dradk  Length
Uptake - 'Desarenador - North Tunnel Portal 1951.75
Home of machines -cargo tank - Portal of Tunnel South 4237.79

PRESSURE LINE

Nominal Diameter: = 2000 m.m.

Water level in the pressure tank = 1149.55 meters a.s.l.

Lift the shaft of the line in the house of machines =993.61 Meters a.s.1.
Water level in the discharge channel = 990.41 meters a.s.l.

Gross Height =159.14 M

Total Length: =414.67m

MAIN MECHANICAL EQUIPMENT AND AUXILIARY SYSTEMS

For the final design of the main mechanical equipment and ancillary services of each of
machines will be updated the design conditions certain hydraulic study of the Jondachi
project mainly in terms of the design flow and available heights of the project.

a.

Supply installation and commissioning of two systems of horizontal Francis turbine
with optimum power rating of 9.5 MW and maximum power of 11 MW, with N= 600
rpm, Qdiseno = 6.675 m3/sec.; H gross= 159.14 m; Hneta max. =154.6 m; Hneta min.
=151.2 m;

Supply, installation and commissioning of two cruise control systems, includes
system hydraulic force

Supply, installation and commissioning of two valve systems guard with their
bypass.

Supply, installation and commissioning of the system capacity overhead crane with
30/5 30/5 30/5 30/5 30/5 TN, includes any automatic system and brakes.

Supply, installation and commissioning of the auxiliary systems :

e Cooling water,

e Ventilation and air conditioning,

e Compressed air,

e Detection and fire,

e Drain the cameras of submergence.

e Mechanical Workshop



MAIN ELECTRICAL EQUIPMENT

The electrical equipment in summary form will have the following equipment:

Dos generators of 11 MW of capacity ,the generation voltage will be 13.8 kV £ 5%
and 60 Hz

Mesh of land of house of machines as a substation.

Control Panels and regulation

Panels with electrical protection equipment

Auxiliary Equipment units: wires, panels, etc

For auxiliary transformers and distribution.

Electric transmission line 13.8 Kv of approximately 800 m.

Lift Transformer, type OA/FA, (natural cooling and with forced cooling by fans), in
accordance with the [EC standards, with a total capacity of 25 MVA , relationship
13.8/138kV +£2x2.5%.

Substation of elevation and sectional for the delivery of power and energy to the line
Tena Coca of 138 KV with 80x100 m approximate

SYSTEM OF MONITORING, CONTROL AND DATA ACQUISITION - SCADA

The fields of action of the SCADA system will be the following:

Hydraulic System. Obtain information related to monitor levels, flow rates and the
condition of the gates. In this sense, it will be necessary to have the respective
sensors and transducers installed in the charging socket, driving, cargo tank and
pressure line.

Electromechanical System. Control, monitor and obtain the information of the most
important elements of the turbine and generator.

Electrical System Control, monitor, and acquire the information of the elements that
handle electrical parameters, such as: voltage, current, power and electricity, both of
the generator, auxiliary services and the substation. This system also includes the
measuring equipment, protection and control of the generator and substation.

Control system of energy (cargo clearance). controlled, monitored and exchange
information on magnitudes of power and energy generated and delivered. There will
be a power management system through which, to be paid the slogans of operation,
the result of operational planning.

BUDGET

A:Civil Works 26,803,794.03
B:Mechanical Equipment, Electrical and Electronic 14,150,848.86
C:Program of Environmental Management (0.5 per cent of civil

works) 134,951.63

D: TOTAL DIRECT COSTS

41,089,594.52

DISAGGREGATION OF THE TECHNOLOGICAL PROJECT
The constructor must observe at least the following percentage of national participation:



Analisis de Desagregacion Tecnoldgica
Resultados de Participacion
Nacionaly Extranjera
Obras Civilesy Equipamiento Hidromecanico-Mecinico-
Eléctrico-Comunicaciones y Confrol
Proyecto HidrosléctricoLa Merced de Jondachi

CURRENT STATUS OF THE PROJECT:

For the construction of the project account with the following studies
and documentation:

- Feasibility studies and design at the level of tender for the construction of the
Project

- Studies of the desegregation of the Technological Project

- Environmental Impact Studies Final

- Environmental License for construction

- Certificate of grant of waters of the rio Jondachi

- Certificate of permission of Conelec for development of the Project

- It is the positive validation report of the project by CDM

- Finalizing Studies of Cadastre of properties affected

- By negotiation and purchase of properties affected

- Requirement of the funding for construction of the project.

[nitial Specifications for bid for construction of the project.



BEBE

EXHIBIT

PROJECT HIDROELECTRICO THE MERCY OF JONDACHI 18 MW
TIMETABLE OF THE DEVELOPMENT OF THE PROJECT

F Studies (The part rtealizada by

TERMOPICHINCHA) 12 Months
Paperwork for permits and concessions
24 Months
Feasibility studies and level designs of tender
18 Months L T—y——
Disaggregation Technological
5 Months
Cadastre owners of land

Negotiation and payments for properties affected

6 Months

Specifications and tender for the Construction
3 MONTHS

Several permits for the Construction

6 MONTHS

Construction Execution

33 Months

Testing and commissioning

3 MONTHS

Activity completed
Activity to be performed

Note: we take the actual execution of the activities including preparations, formalities, delays, extensions and other unused times.
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CONFIDENTIAL

EXHIBIT

MEMORANDUM OF UNDERSTANDING

BETWEEN

TERMOPICHINCHA, a CELEC Business Unit
(Jondachi)

AND

SINOSTEEL EQUIPMENT AND ENGINEERING CO., LTD

MOU Between TERMO PICHINCHA, a CELEC Business Unit (Jondachi) and
SINOSTEEL EQUIPMENT AND ENGR. CO.LTD dated 25 June 2013

e
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MEMORANDUM OF UNDERSTANDING

THIS MEMORANDUM OF UNDERSTANDING (the “MoU”) is made this 25% day of June 2013
between TERMOPICHINCHA, a CELEC Business Unit authorized to do business under the laws of
Ecuador and having its registered office at Av. 6 de Diciembre N26-235 y Orellana, Edif. Transelectric,
4to, piso, Quito, ECUADOR (hereinafter referred to as “TERMO") of the first part, and SINOSTEEL
EQUIPMENT AND ENGINEERING CO., LTD (SINOSTEEL) licensed to do business under the laws
of the Peoples Republic of China and (hereinafter referred to as “SINOSTEEL”) having its registered
office at Sinosteel Plaza, 8 Haidian Street, Beijing, CHINA, of the second part, jointly referred to as “the
Parties” or individually as “the Party”.

WHEREFORE, TERMO rightfully possesses. all licenses, permits, EIA and Feasibility Studies for a 43
MW hydropower plant in Ecuador (made up of two phases the first, “La Merced”, for 19MW and the
second, “Sardinas” for 2dMW for a total of 43MW} and has selected SINOSTEEL to consult, construct
and assist with financing procurement through completion of this project.

And

SINOSTEEL, a qualified EPC company, has agreed to engage with TERMO under the following
conditions:

1 Objectives

1.1 The parties agree to work. jointly to develop and construct both phases of the 43MW HYDRO
POWER PLANT, known as the Jondachi Hydroelectric Project, located in the country of Ecuador.

1.2 The Parties agree that they will communicate openly, through a designated lead contact, to
ensure that each Party understands all aspects of the project.

1.3 The Parties agree that Lunsford Consulting, LLC (or its assigns) will function as the
liaison/consulting firm of between SINOSTEEL and TERMO and will assist in fulfilling the
described activities and information requests outlined in this Moll.

1.4 TERMO will provide all requested/required documentation, paperwork, project details and
appropriate contacts, et al, relating to the development and completion of this project to
SINOSTEEL in a reasonable time petiod so as to maintain efficient progress.

1.5 SINOSTEEL will review, evaluate Technical plans provided them by TERMO and recommend, if
necessary, any suggestions to benefit the project for TERMO's acceptance.

1.6 SINOSTEEL will evaluate and recommend the best finance strategies for TERMO’s acceptance,

""" and will engage, along with TERMO, in securing such financing for TERMO and this project.
1.7/ /The partj agree to negotiate in good faith to protect the interests of both Parties. This MoU will
/ remain ive and effective from date of signing and for a period of 1 (one) year. In the event

/' either of the Parties fails to meet one or more of the requirements included in this MoU within 12
months, this project may be terminated by either Party upon written request.

1.8 Upon acceptance of final Technical and Financial Proposals, the Parties will execuate a Formal
EPC Agreement to include the terms and conditions of the project implemetation.

MOU Between TERMO PICHINCHA, a CELEC Business Unit (Jondachi) and
SINOSTEEL EQUIPMENT AND ENGR. CO.LTD dated 25 June 2013
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Confidentiality of negotiations

The parties shall use best efforts to maintain at all times as confidential information the fact that
they have executed this letter, the terms of this letter and the existence and content of any
negotiations between them except that the parties may (i) inform advisors, counsel, and
employees with a need to know as each party deems necessary, and (ii) make appropriate
disclosures if required by applicable laws.

Conflicting obligations

By executing, delivering and discharging the obligations and responsibilities created by this
MoU, the parties certify to each other that there are no agreements outstanding or obligations
that are in conflict with this MoU. Either Party will allow 30 days to remedy any conflict. If
however, after 30 days, the conflict is not resolved, the offended party can issue a letter of
termination to cancel this Agreement.

Entirety

This MoU constitutes the entire understanding and agreemenit between the parties hereto with
respect to its subject matter hereof and supersedes all prior written or oral communications or
agreements with respect thereto.

Amendment

This MoU and its annexes hereto may be amended only by written agreement, signed by the
parties.

Notices

Any communication in connection with this MoU will be sent by courier or e-mail addressed to
the party at its address set out below or such other address as it may from time to time notify to
the other party.

In the case of TERMO:

Tel: (593 2) 2520482 / 256 3300
~Fax: (593 2) 2520387

E<Mail: juancarlos lopez@termopichincha.com.ec
/’Attenﬁon: Ing. Juan Carlos Lépez '

In the case of SINOSTEEL EQUIPMENT AND ENGINERRING CO., LTD
Tel: 86-10-62681542

Fax:  86-10-62687983

E-Mail: 13910622577@139.com

MOU Between TERMO PICHINCHA, a CELEC Business Unit {Jondachi) and
SINOSTEEL EQUIPMENT AND ENGR. CO.LTD dated 25 June 2013


mailto:13910622577@139.com
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Attention: Mr. Wang Chunyu

10 Undertaking

The Parties undertake to each other that they will do all that is necessary to ensure that all
requisite regulatory and corporate approvals, authorization and permits required to enter this
MoU and the transaction herein contemplated shall be obtained.

IN WITNESS WHEREOF the parties hereto have caused this MoU to be executed by their duly
authorized representatives as of the day and year first above written:

Signed on behalf of - 4

Ju los Lépez
‘eneyal Manager
/ Signed on behalf of
SINOSTEEL EQ‘I%’MENT AND ENGINEERING CO.;, LTD by:

!

Wang Jian
Vice-President

LUNSFORD CONSULTING, LLC

‘g///@}” e’///dﬂ // 7 “‘;"j R

Mark Steiner ﬂ{aymond C. Pyhé e
Vice President Witness

MOU Between TERMO PICHINCHA, a CELEC Business Unit (Jondachi) and
SINOSTEEL EQUIPMENT AND ENGR. CO.LTD dated 25 June 2013




EXHIBIT

LETTER OF INTEREST E E F—~
FOR —ADMITIED

MEDIUM-AND-LONG-TERM EXPORT CREDIT INSURANCE

No. 12013322
SINOSTEEL EQUIPMENT & ENGINEERING CO., LTD.:

We have received your application for the LETTER OF INTEREST for the 43MW Jondachi
hydropower project of TERMOPICHINCHA UNIT, CELEC COMPANY. Through the preliminary
evaluation and examination, our company is interested in provide export credit insurance for
the project.

This LETTER OF INTEREST only shows our interest and attention to the project, not legally
binding. We assume no responsibility due to this LETTER OF INTEREST. Whether to insure the
insurance finally depends on the comprehensive evaluation and examination for the whole

project.

CHINA EXPORT & CREDIT INSURANCE CORPORATION
2013.12.10




EXHIBIT

Resume PPP
— ADWITTED _

Name : Wanglian
Gender : Male

Age : 43
Education:

2008-2010  China Europe International Business School (CE{BS), MBA

1987-1991  University of Science & Technology Beijing, Bachelor’s Degree in
Materials Science and Engineering

Working Experiences:

Jun. 2005 to now:

Vice President, SINOSTEEL Equipment & Engineering Co., Ltd. (SINOSTEEL MECC)
Aug. 2004 to May 2005:

Deputy Chief Director, International Business Department, SINOSTEEL MECC

Mar. 2004 to Jul, 2004:

Director, No. 6 Branch of International Business Department, SINOSTEEL MECC
Aug. 2003 to Feb. 2004:

Director, No. 1 Branch of International Engineering Department, SINOSTEEL MECC
Jan. 2003 to Sep. 2003:

Project Manager, International Engineering Department, SINOSTEEL MECC

Jul. 1997 to Dec. 2002:

Business Manager, China Metallurgical (Germany) Company (Former SINOSTEEL
Germany GmbH)

May. 1995 to Jun. 1997:

Salesman, CSI Group (former SINOSTEEL Group)

Aug. 1991 to Apr. 1995:

Salesman, No.1 Department of China Metallurgical Import & Export Corporation




Language Skill:
Fluent English and applicable German.
Highlights of Achievements:

Since 2003, Mr. Wang has been serving in SINOSTEEL MECC for its international
marketing and overseas project executing. Up to date under his supervision, the
cumulated contract value of over 50 projects in over 10 countries and regions has
reached 3 billion US dollars and all overseas projects have been well executed with
smooth end payment in time. At the same time, he established and perfected our
norms regarding international marketing, international project executing and
international legal safeguard system.

During the course of his working in Germany, he was not only in charge of trading
business of nearly 100 million US dollars, but also responsible for all financial and
legal operations of the company.

When worked for China Metallurgical Import & Export Corporation, as the major
negotiator he was responsible for the negotiation of procurement of several large
scale complete sets of equipments and advanced technologies, with over 500 million
US dollars individual project successfully executed.

Reference List (not complete):

1.  INDIA JSW 2.0MT/a Coke Oven & By-product Plant (EP) {2011~2012)

2.  JAPAN WAKAYAMA STEEL WORKS 1.2MT, 6-meter Top-charge Coke Oven
Battery (2006 ~ 2009)

3. INDIAJSPL 2 x 1.9MT Stamping Coke Oven Battery with By-product Plant (EP)
(2008 ~)

4 TURKEY TOSYALI Slab Caster Project (2008 ~ 2009)

5. VIETNAM TISCO Billet Caster Project (2008 ~ 2011)

6. TURKEY ERDEMIR Ladle Furnace Project (2006~2007)

7 AUSTRALIA Copper Mining Project (EP) (2011™)

8 TURKEY ICDAS 1X 600MW Coal Fired Steam Power Plant (EP) (2011 ~)

9.  TURKEY ISDEMIR 300 m? Sinter Plant (EP) (2005 ~ 2011)

10. INDIA ISPAT 198 m’ Sinter Plant (EP) (2003 ~ 2005)

11. TURKEY ISDEMIR 3050 m® Blast Furnace (EP) (2005 ~ 2011)

12.  IRAN ZARAND 2000m? Blast Furnace (EPC) (2010 ~)

13. MALASYIA PERWAIJA Steel 2.4 MTPA Pellet Plant (EP) (2011~)

14. TURKEY TOSYALI 950 Hot Strip Mill (2008 ~ 2009)

15. SAUDI ARCELORMITTAL Seamless Pipe Project {2010 ~ 2012)



STATE OF ARIZONA

Corporation Commission
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CERTIFICATION

I, Mark Dinell, certify that [ am the Assistant Director of the Arizona Corporation
Commission’s Securities Division and that I have legal custody of the records of the Securities
Division. I certify that I have directed a diligent search of the Securities Division records and the
records reflect that during the period of January 1, 2008, to March 28, 2014, Mark G. Steiner
has not registered with the Arizona Corporation Commission as a securities salesman or dealer
pursuant to Article 9 of the Securities Act of Arizona (A.R.S. § 44-1941 et seq.); and has not
made a notice filing or licensed with the Arizona Corporation Commission as an investment
adviser or investment adviser representative pursuant to Article 4 of the Arizona Investment
Management Act (A.R.S. § 44-3151 et seq.)

IN WITNESS WHEREOF, I HAVE HEREUNTO SET MY
HAND AND AFFIXED THE OFFICIAL SEAL OF THE
ARIZONA CORPORATION COMMISSION, AT THE
CAPITOL, IN THE CITY OF PHOENIX, THIS 2% DAY OF
APRIL, 2014,

BY

Mark Dinell
Assistant Director
Securities Division




STATE OF ARIZONA

Corporation Commission

CERTIFICATION

I, Mark Dinell, certify that I am the Assistant Director of the Arizona Corporation
Commission’s Securities Division and that I have legal custody of the records of the Securities
Division. I certify that I have directed a diligent search of the Securities Division records and the
records reflect that during the period of January 1, 2008, to March 28, 2014, Out of the Blue
Processors, LLC has not filed with the Arizona Corporation Commission a notice pursuant to
AR.S. § 44-1850 of the Securities Act of Arizona or Article 12 of the Arizona Investment
Management Act (A.R.S. § 44-3321 ef seq.); has not registered securities with the Arizona
Corporation Commission by description pursuant to Article 6 of the Securities Act of Arizona
(AR.S. § 44-1871 et seq.) or by qualification pursuant to Article 7 of the Securities Act of
Arizona (A.R.S. § 44-1891 et seq.); has not registered with the Arizona Corporation
Commission as a dealer pursuant to Article 9 of the Securities Act of Arizona (A.R.S. § 44-1941
et seq.); and has not made a notice filing or licensed with the Arizona Corporation Commission
as an investment adviser pursuant to Article 4 of the Arizona Investment Management Act
(A.R.S. § 44-3151 et seq.)

IN WITNESS WHEREOF, | HAVE HEREUNTO SET MY
HAND AND AFFIXED THE OFFICIAL SEAL OF THE
ARIZONA CORPORATION COMMISSION, AT THE
CAPITOL, IN THE CITY OF PHOENIX, THIS Z* DAY OF
APRIL, 2014.

BY/

Mark Dinell —
Assistant Director
Securities Division




STATE OF ARIZONA

Corporation Commission

CERTIFICATION

I, Mark Dinell, certify that I am the Assistant Director of the Arizona Corporation
Commission’s Securities Division and that I have legal custody of the records of the Securities
Division. I certify that I have directed a diligent search of the Securities Division records and the
records reflect that during the period of January 1, 2008, to March 28, 2014, Lunsford
Consulting, LLC has not filed with the Arizona Corporation Commission a notice pursuant to
A.R.S. § 44-1850 of the Securities Act of Arizona or Article 12 of the Arizona Investment
Management Act (A.R.S. § 44-3321 et seq.); has not registered securities with the Arizona
Corporation Commission by description pursuant to Article 6 of the Securities Act of Arizona
(A.R.S. § 44-1871 et seq.) or by qualification pursuant to Article 7 of the Securities Act of
Arizona (A.R.S. § 44-1891 er seq.); has not registered with the Arizona Corporation
Commission as a dealer pursuant to Article 9 of the Securities Act of Arizona (A.R.S. § 44-1941
et seq.); and has not made a notice filing or licensed with the Arizona Corporation Commission
as an investment adviser pursuant to Article 4 of the Arizona Investment Management Act
(A.R.S. § 44-3151 et seq.)

IN WITNESS WHEREOQOF, I HAVE HEREUNTO SET MY
HAND AND AFFIXED THE OFFICIAL SEAL OF THE

ARIZONA CORPORATION COMMISSION, THE
CAPITOL, IN THE CITY OF PHOENIX, THIS 2 DAY OF
APRIL, 2014.

BY

Mark Dinell
Assistant Director
Securities Division




STATE OF ARIZONA

Corporation Commission

CERTIFICATION

I, Mark Dinell, certify that I am the Assistant Director of the Arizona Corporation
Commission’s Securities Division and that I have legal custody of the records of the Securities
Division. I certify that I have directed a diligent search of the Securities Division records and the
records reflect that during the period of January 1, 2008, to March 28, 2014, Second Opinion
Solutions, LLC has not filed with the Arizona Corporation Commission a notice pursuant to
A.R.S. § 44-1850 of the Securities Act of Arizona or Article 12 of the Arizona Investment
Management Act (A.R.S. § 44-3321 et seq.); has not registered securities with the Arizona
Corporation Commission by description pursuant to Article 6 of the Securities Act of Arizona
(A.R.S. § 44-1871 et seq.) or by qualification pursuant to Article 7 of the Securities Act of
Arizona (A.R.S. § 44-1891 et seq.); has not registered with the Arizona Corporation
Commission as a dealer pursuant to Article 9 of the Securities Act of Arizona (A.R.S. § 44-1941
et seq.); and has not made a notice filing or licensed with the Arizona Corporation Commission
as an investment adviser pursuant to Article 4 of the Arizona Investment Management Act
(A.R.S. § 44-3151 et seq.)

IN WITNESS WHEREOF, | HAVE HEREUNTO SET MY
HAND AND AFFIXED THE OFFICIAL SEAL OF THE
ARIZONA CORPORATION COMMISSION, AT THE
CAPITOL, IN THE CITY OF PHOENIX, THIS Z’_ DAY OF
APRIL, 2014.

N

BY

Mark Dinell
Assistant Director
Securities Division




5 STATE OF ARZONA
&}

Office of the
CORPORATION COMMISSION

The Executive Director of the Arizona Corporation Commission does hereby certify that
the attached copy of the following document:

ARTICLES OF ORGANIZATION, 07/30/2010

consisting of 2 pages, is a true and complete copy of the original of said document on file with this
office for:

LUNSFORD CONSULTING, LLC
ACC file number: L-1618258-5

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
the official seal of the Arizona Corporation Commission on this date:
April 2, 2014,

Jofi” A. Jerich,~Bfecutiye Director
{
By: \'WW
Mﬁ Lee

PP D
DITAT DEUS
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AZ CORPORATION COMMISSIO
: FILED N o

WL302m  ARTICLES OF ORGANIZATION
o OF
FLENO.LAWIRARDD LyNSFORD CONSULTING, LLC.

1.0 The name of this Limited Liability Company is LUNSFORD
CONSULTING, LLC.

2.0 The address of the registered office of this Limited Liability
Company is 4824 E. Baseline #133 Mesa, AZ 85206.

3.0 The name and business address of the Initial agent for service of
process for this Limited Liability Company is Kent Elisworth,
4824 E. Baseline #133 Mesa, Az 85206.

4.0 At the time this Limited Liabllity Company is formed, there will be
two or more members.

5.0 The latest date this Limited Liability Company can dissolve is
December 31, 2075.

6.0 Management of this Limited Liability Company is vested in a
Manager.

7.0 The names and business addresses of each poerson who is a
manager of this Limited Liability Company at the time of
formation are:

Mark Steiner William B. Lunsford
22511 N. 77" Pl 4824 E. Basline #133
Scottsdale, AZ 85255 Mesa, AZ 85206

o 5L

. Ma;rlé Steiﬁer, Manager




June 30%, 2010

ARIZONA CORPORATION COMMISSION
1300 WEST WASHINGTON

PHOENIX, AZ. 85007

RE: LUNSFORD CONSULTING, LLC.

Dear Sir or Madam:

Please be advised that I-give my permission and consent to act as Agent of
Process for the above named Corporation.

/ r
:. | J"- ¢ ‘/ {/o A\ P

o U‘\"’l: EAVER

Kent Elfsworth, EA
4824 E. Baseline #133
Mesa, Az 85206



B OIATEOF ARZON,

Office of the
CORPORATION COMMISSION

The Executive Director of the Arizona Corporation Commission does hereby certify that
the attached copy of the following document:

ARTICLES OF ORGANIZATION, 12/18/2000

consisting of 2 pages, is a true and complete copy of the original of said document on file with this
office for:

SECOND OPINION SOLUTIONS, LLC
ACC file number: L-0972688-7

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
the official seal of the Arizona Corporation Commission on this date:
April 1, 2014,

/Qpé//gw%

Jo@i” A. Jerich, -EBfecutive Director




e ? 3 f ot 5, ARTICLES OF ORGANIZATION

L
‘\L\\MA«-—N N"‘[‘ OF

0O R\QH'[ OF THE BLUE FINANCIAL SERVICES, LLC

L0468 -4
1.0 The name of this Limited Liability Company is OUT OF THE BLUE
FINANCIAL SERVICES, LLC. s -

2.0 The address of'lhe registered office of this Limited Liability
Company is 22511 N. 77'» Place, Scottsdale, Arizona 85255

3.0 - The name and business address of the initial agent for service of
process for this Limited Liability Company is Kent Elisworth,
2101 E. Broadway, Ste. 20, Tempe, Az. 85282

4.0 At the time this Limited Liability Company is formed, there will be
two or more members. ]

5.0 The latest date this Limited Liability Company can dissolve is
December 31, 2050. '

6.0 Management of this Limited Liability Company is vested in a
Manager.

7.0 The rames and business addresses of each person who is a
manger of this Limited Liability Company at the time of formation
" are: ‘

Mark Steiner
22511 N. 77" Place
Scottsdale, Az. 85255

Shelly Steiner
22511 N. 77* Place
Scottsdale, Az, 85255

/>«M %ﬁ

¢ Mark éteiner, Manager




December 4, 2000

ARIZONA CORPORATION COMMISSION
1200 WEST WASHINGTON

PHOENIX, AZ 85007

RE:Out of The Blue Financial Services, LLC.

Dear Sir or Madam:

Please be advised that I give my permission and consent to act as Statutory -

‘Agent for the above named Corporation.

¥enf lEIIsworth w )

2101 E. Broadway, Ste. 20
Tempe, Az. 85282




Office of the
CORPORATION COMMISSION

The Executive Director of the Arizona Corporation Commission does hereby certify that
the attached copy of the following document:

ARTICLES OF AMENDMENT, 10/31/2005

consisting of 2 pages, is a true and complete copy of the original of said document on file with this
office for:

SECOND OPINION SOLUTIONS, LLC
ACC file number: L-0972688-7

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
the official seal of the Arizona Corporation Commission on this date:
April 1,2014.

Qp&/}%ﬂ%

Jcéi/ A. Jerich FBfecutive Director




GRPORATION COMMISSION
A o EiLED

0cT 8 1 2009 ARTICLES OF AMENDMENT

o 97 F

ALENO_ =2

1, The name of the limited liability company 1s:
Crrp ot Tug Brue Tlkncint. :'.'JLE\.lcu”, Lt C

2. The Articles of Organization were originally filed with the Arizona Corporation
Comniission on the (8 day of Dece Bz, . Zooo,

3. Attached hereto as Exhibit A is the text of the amendment.

Dated this 27 dayof _ OcTeBew | 20045
/
<
Signature: //Z’fl /j }%/"f
-”/ v [y
Print Name: Megy G KD'TE [N [y =2

[Check Onc: QO Member @ Manager]

DO NOT PUBLISH THIS SECTION
The amendment must be executed by a manager if management of the limited
liability company is vested in a manager, or by a member if management is
rescrved to the members.

L1.:0022
Rev: Q905




ARTICLES OF AMENDMENT
Exhibit A

it is the intention of OUT OF THE BLUE FINANCIAL SERVICES, LLC to amend
Article | to better reflect the services offered. As of October 26, 2005, the
company will be known, per Article |, as:

SECOND OPINION SOLUTIONS, LLC ofb

Vo




STATE OF ARZONA

Office of the
CORPORATION COMMISSION

The Executive Director of the Arizona Corporation Commission does hereby certify that
the attached copy of the following document:

ARTICLES OF ORGANIZATION, 12/18/2000

consisting of 2 pages, is a true and complete copy of the original of said document on file with this
office for:

OUT OF THE BLUE PROCESSORS, LLC.
ACC file number: L-0972687-6

IN WITNESS WHEREOF, I have hereunto set my hand and affixed
the official seal of the Arizona Corporation Commission on this date:
April 1, 2014,

Jodi” A. Jerich,~Bfecutive Director

oy VO UNA DN
ekl
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ARTICLES OF ORGANIZATION
ﬁ‘r’“ﬁx OF

OUT OF THE BLUE PROCESSORS, LLC.
6 : .

The name of this Limited Liability Company is Out of The Bluo
Processors, LLC. ;. -

The address of the registered office of this Limited Liability
Company is 22511 N. 77t Place, Scottsdale, Az, 85255.

The name and business address of the initial agent for service of .
process for this Limited Liability Company is Kent Ellsworth,
2101 E. Broadway, Ste. 20, Tempe, Az, 85282

At the time this Limited Liablllty ‘Company is formed, there will bo"
two or more members.

The latest date this l.imited Liability Company can dlnolvo Is

Docombef 31, 2050.

6.0

7.0

Managoment of this Limited Liability Company is vested ina
.Managor.

The names and business addresses of each person who is a ,
manger of this Limited I.Iabi!ity COmpany at the time of formation

wares

- Mark Steiner
22511 N. 77" Place
~ Scottsdale, Az. 85255

Sheilly Steiner

22511 N. 77" Place
Scottsdale, Az. 85255

1o B

e Ma Stei_nar,'laaqagor
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December 4, 2000

ARIZONA CORPORATION COMMISSION
1200 WEST WASHINGTON

' PHOENIX, AZ. 85007

RE:Out of The Blue Processors, LLC.
Dear Sir or Madam:

Please be advised that I give my permission and consent to act as Statutory
Agent for the above named Corporation.

KentEllsworth
2101 E. Broadway, Ste. 20
Tempe, Az. 85282 '
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MARK GLENDON STEINER  10/17/2012

BEFORE THE ARIZONA CORPORATION COMMISSION

SECURITIES DIVISION

In the Matter of
DOCKET NO.
QOUT OF THE BLUE PROCESSORS, S-20837A-12-0061
LLC, an Arizona limited
liability company, d/b/a

OUT of the Blue Processors II,
LLC; and

MARK STEINER (CRD #1834102) and
SHELLY STEINER, husband and
wife,

Respondents.

e’ N e e’ S N S e e S e e et

EXAMINATION UNDER OATH OF MARK GLENDON STEINER

Phoenix, Arizona
October 17, 2012

ARTIZONA REPORTING SERVICE, INC.
Court Reporting
Suite 502
2200 North Central Avenue
Phoenix, Arizona 85004-1481

By: GARY W. HILL, RPR, CRR
Certified Reporter
Certificate No. 50812

Prepared for:

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
WWW.az-reporting.com Phoenix, AZ
ACC000981

FILE #8302
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MARK GLENDON STEINER  10/17/2012
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EXAMINATION UNDER OATH OF MARK GLENDON STEINER
was taken on the 17th day of October, 2012, commencing
at 9:25 a.m., at the Arizona Corporation Commission,
Securities Division, 1300 West Washington Street,
Phoenix, Arizona, before GARY W. HILL, Certified

Reporter No. 50812 for the State of Arizona.

APPEARANCES

For the Securities Division:
Mr. Phong Paul Huynh, Staff Attorney

1300 West Washington Street, Third Floor
Phoenix, Arizona 85007

For the Respondents:
Mr. Arthur P. Allsworth

7501 North 16th Street, Suite 200
Phoenix, Arizona 85020

Also Present:

Ms. Annalisa Weiss, Special Investigator
Mr. Ricardo Gonzales, Forensic Accountant
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(Exhibit 1, Exhibit 2, Exhibit 3, Exhibit 4,
Exhibit 5, and Exhibit 6 were marked for

identification.)

MARK GLENDON STEINER,
called as a witness herein, having been first duly sworn
by the Certified Reporter to speak the truth and nothing

but the truth, was examined and testified as follows:

EXAMINATION
BY MR. HUYNH:

Q. Good morning, gentlemen. I'm just going to go
through some background, opening stuff that I give to all
of our deposition individuals, and let me get started
here.

This is part of an inquiry by the Securities
Division of the Arizona Corporation Commission in the
matter of Out of the Blue Processors, LLC, Docket
No. S-20837A-12-0061 in order to determine if there has
been full compliance with the Investment Management Act
and the Securities Act of the State of Arizona. The
information obtained today may reveal violations of
statutes outside of the Securities Act.

Present are myself, Phong Paul Huynh. I'm a

Staff Attorney here with the Securities Division, Annalisa
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Weiss is a special investigator with the Securities
Division, and Ricardo Gonzales is also present. He is a
forensic accountant with the Division.

If you would, for the record, please introduce
your full name, Mr. Steiner, and counsel.

A. My name is Mark Glendon Steiner.

MR. HUYNH: Art, if you would, just for the
record.

MR. ALLSWORTH: My full name is Arthur P.
Allsworth, A-L-L-S-W-O-R-T-H.
BY MR. HUYNH:

Q. Mr. Steiner, you've already been provided the
oath by the court reporter, and you're under oath
currently right now, correct?

A. Right.

Q. Now, the reporter will record all statements by
you or your attorney. If you wish to consult with your
attorney off the record before answering a question, you
may do so by whispering or requesting a short recess for
that purpose. However, the court reporter will note for
the record each time you so consult before answering.
This is done merely to ensure an accurate record.

Since your testimony is being recorded, please
respond verbally as opposed to nodding or shaking your

head. Also, please let me finish my question before you
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respond so the record will be clear.

If you don't clearly hear a question or
understand what's being asked, please say so, and the
reporter will repeat it or I'll try to explain the
question further. The reporter will only formally go off
the record at my direction. 1I'll try to accommodate you
at your request.

Since you're now under oath, any false statements
you make knowingly may subject you to administrative
penalties by this agency as well as criminal prosecution
as perjury or false swearing, both of which are felony
offenses in Arizona.

Do you understand you're under oath here today,
Mr. Steiner?

A. I do.
Q. Do you have any questions about anything I've

said so far?

A. No.

Q. Do you understand what I've stated to you so far?
A. I do.

Q. Are you on any -- are you under any medication or

under any physical disability that will interfere with

your memory or ability to understand and answer questions

today?
A. No.
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Q. Mr. Steiner, can you give me your date of birth,
please?

A

Q. Now, although you may decline as a right under

federal law, I'm going to ask for your Social Security
number solely for identification purposes. What is your

Social Security number?

A

Q. What is your current marital status?
A. Married.
Q. Could you give, for the record, the full name of

your spouse and maiden name if it's different?

A, Shelly Johnson Steiner.

Q. How long have you and Shelly been married?

A. Almost 25 years.

Q. Congratulations. Mr. Steiner, how long have you

been a resident of Arizona?
A. Since July 1997.
Q. Approximately how long has Shelly been a

resident, or your wife, of Arizona?

A. The same.

Q. The same? What is your current home address?
A I
Q. How long have you been at that address?

A. Two years.
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Q. Do you own or rent that?
A. Rent.
Q. Prior to the East Hanover Way address, where did

you reside prior to that?

A. In Scottsdale.

Q. Could you give me that address, if you recall?

A I B

Q. And did you own or rent that location?

A, We owned it.

Q. Did you have at that Scottsdale -- I'm sorry, was
it |l address?

A. ]

Q. At that ] address, did you have a mortgage on

that residence?
A. We did.
Q. Who owned the mortgage on that residence? Or who
were you making mortgage payments to?
MR. ALLSWORTH: Paul, you know, you're way off
of the, out of the field of normal inquiry about a
securities matter.
MR. HUYNH: I'm asking the question. If
Mr. Steiner --
MR. ALLSWORTH: Where he lived is perfectly
okay. But I mean, getting into who owns the mortgage,

in today's world, you hardly ever know.
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BY MR. HUYNH:

Q. I asked a question. Can you answer it or not?

A, It was Wachovia.

Q. And at both residences, did your spouse also stay
at the same address?

A. She did.

Q. Mr. Steiner, what is your current occupation?

A, I do consulting.

Q. How long have you been consulting?

A. In one way or another, since early 2000, I
guess

Q. Just to be clear for the record --

A. Early 2000s.

Q. Okay. And just to be clear for the record, who

was the employer that you were consulting for?
MR. ALLSWORTH: None. A consultant by
definition is not employed.

MR. HUYNH: Art --

MR. ALLSWORTH: Paul, I'm going to hold you to

asking the questions that you want answered.

MR. HUYNH: Okay.

MR. ALLSWORTH: But I am going to advise my

client not to fall into the trap of answering truthfully

a question that wasn't asked.

MR. HUYNH: Let me try to rephrase it.
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BY MR. HUYNH:

Q. Who were you consulting for, Mr. Steiner? What
entity?
A, What company? What entity --
Yeah.
A, -- do I consult for?
Q. Yes.
A. Lunsford Consulting.
Q. I'm sorry?
A. Lunsford Consulting.

Q. Maybe just the easiest way to do this, could you
just give me a brief work history for the last five years,
just the companies or entities that you've worked for or
any other companies you've consulted for or been employed

by in the last five years?

A. Lunsford Consulting is what I've done since
2008.

Q. Okay.

A. I worked with Wachovia through 2008.

Q. What was your role or your job function with
Wachovia?

A. I was a manager.

Q. Okay. Mr. Steiner, do you have a -- do you own
the phone number ||| G

A, Yes.
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Q. Is that your personal cell?
A. Uh-huh.
Q. Okay. Does that phone have the ability to send

text messages?

A. Yes.

Q. Have you ever been convicted of any crime other
than, say, a minor traffic violation?

A. No.

Q. Have you been named as a defendant in any civil

lawsuits for the last five years?

A. I don't believe so.
Q. Mr. Steiner, can you confirm for me, I believe
you're a manager of -- there was an Out of the Blue

Processors, LLC; is that correct?

A. That's true.

Q. That was incorporated, I believe, somewhere in
roughly 2000? If you don't recall, that's okay. And
there's also an LLC, Out of the Blue Processors II, LLC;
is that correct?

A. That's not correct.

Q. Okay. And you're also a manager of Second
Opinion Solutions, LLC?

A. That's true.

Q. And just to confirm, who was the custodian of

records for Out of the Blue Processors, LLC?
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A. Is this what you're referring to?

Q. No. The custodian of records for, say, corporate
documents or corporate records?

A. I don't know that we've formally identified
somebody that manages that. I guess it would be me.

Q. How long have you been the custodian of records

for Out of the Blue?

A. Since the beginning.
Q. Since the incorporation or organization?
A. Correct.

Mr. Steiner, do you also have an e-mail address

of mark@secondopinionsolutions.net?

A. I do.
Q. And that's your e-mail address that you've
used -- let me -- sorry, scratch that.

Is that an e-mail address or an e-mail account
that's password protected?

A. Yeah, it has a password.

Q. All right. Now, as we know, we're here today
just to get some more information regarding Out of the
Blue Processors and an Out of the Blue Processors II, LLC.

What I would like to do, we'll just start real
quickly here with this document, Exhibit 1. Why don't you
take a second to flip through that.

MR. ALLSWORTH: Excuse me, Paul, you're showing

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
www.az-reporting.com Phoenix, AZ
ACC000992

FILE #8302


http://www.az-reporting.com

10

11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

MARK GLENDON STEINER  10/17/2012 13

him a document that is unsigned; is that correct? You
understand that to be?

MR. HUYNH: Yeah. We just simply had marked
that as an exhibit.

MR. ALLSWORTH: Fine, so the record shows that
this is an operating agreement which has not been signed
by anyone other than Mark Steiner.

MR. HUYNH: Okay, thanks.

BY MR. HUYNH:

Q. Do you recognize that document, Mr. Steiner?
A. Sure.
Q. All right. Now, I had a comment earlier

regarding Out of the Blue Processors II, LLC, and I
believe you stated there isn't an actual filing for Out of
the Blue II, LLC; is that correct?
A. That's correct.
Q. All right. Why don't we just come back to this
in a second then.
If you would, please take a look at what has been
marked today as Exhibit 4. Take a second there.
MR. ALLSWORTH: Okay. Look through it.
THE WITNESS: I'm looking at it. I'm not
reading all the details of it. Okay.

BY MR. HUYNH:

Q. All right. And that's a document that's titled
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Respondent's Prehearing Conference Memorandum, right?

Correct?
A, Yes.
Q. All right. And I believe that was a document

that was drafted by your attorney, Mr. Allsworth?

A. Right.

Q. Did you have a chance to review the contents of
that memorandum?

A, I did at the time it was presented.

14

Q. Okay. And do you agree with the contents, or are

there any revisions that you would like to make regarding
any of the statements in that memorandum?

A. I'm not reviewing it at this point; but at the
time I reviewed it, I think it was generally accurate.

Q. Now, what I would like to do is just kind of get
some background, that's all, regarding Out of the Blue, I
guess in this instance Out of the Blue I, LLC. And
there's -- roughly, I believe it starts on page 6, a
little summary here. "Beginning approximately 2008, the
Company began to offer to family, friends, and former
business associates of Mark Steiner member interests in
the Company."

I just wanted to clarify, which company is that

talking about? Is that Out of the Blue I?

A. Correct.
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Q. Okay. And further down the document, I believe
it says the offering was terminated before 1.5 million was
raised, the 10 percent and 5 percent shares of Lunsford's
gross revenues was to be reduced -- oh, I'm sorry, if the
offering was terminated before $1.5 million. Then roughly
down on line 21, it says, "By the end of 2010,
two-and-a-half years after the offering was first made,

all 1.5 million in member interests had been purchased by

investors." Is that correct?
A. (Nods head.)
Q. All right. So give me a brief background in

regards to the $1.5 million raised for Out of the Blue I,
if you can just give me a brief overview of what the
understanding was that the 1.5 million was to be raised
for and a little bit about that transaction, if you could.
A, There was an opportunity through strategic
relationships in China to work with them in doing
infrastructural projects internationally. 1In other
words, China has a program, a formula, some opportunity
that says China would like to engage in international
infrastructural projects in different countries. And we
were invited to participate in that opportunity in
helping them identify projects that they could, in turn,

fill in their program.

Q. Okay.
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A. In order to do that, we needed to identify some
capital that would allow us to travel to these sites, to
meet with the appropriate parties on both sides of the
equation, people in China, people in the other
countries. And so in order to do that, we needed to
identify capital.

So we structured Out of the Blue I -- which is
not Out of the Blue I; it's just Out of the Blue
Processors -- to have people who would participate as
members in that opportunity, would provide operating
capital for us to go and have these meetings to bring
about a transaction between the two countries.

Q. And then you mentioned, when you say "we'" or
"us," can you just confirm for the record, who were you
referring to?

A. Out of the Blue Processors was set up as an
entity -- you know it was set up in 2000, 2001 or
whatever it was, but it had been vacated for any
transactions. You know that? And so because it was a
nonfunctioning entity, without any encumbrances, I
guess, or obligations, we used it as an opportunity to
take those people that were interested in supporting my
efforts and Mr. Lunsford's efforts in China to develop

these relationships between China and other countries.

16

Q. Yeah, and I just want to be clear for the record.
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When you say "we" or "us," you're talking about yourself

and Mr. William Lunsford?

A. Uh-huh.
Q. Okay. I just want to be clear for the record.
That's all.

So I might have to jump around just briefly here,
and I would like you to take a quick look at what has been
marked today as Exhibit No. 5, a letter by your attorney.

MR. ALLSWORTH: Yes.

BY MR. HUYNH:

Q. I would like to just flip a couple pages into it.
There is what has been marked as ACC 000359 and
ACC 000360. In looking at 359, there's a heading
Investors and a series of names, and then there's some
general time frames and amounts, roughly in the same row

of those individuals, and it appears to sum up at the

bottom here 1773; is that right?

A, (Nods head.)

Q. All right. And on ACC 000360, there's a sum of
$1,773,000; is that correct?

A. (Nods head.)

Q. But I just want to confirm, our portion here
seems to have gotten cropped off at the top here. Do you
have a version that you could provide us that isn't cut

off, or do you know what might have happened here?
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A. I don't know what happened.

MR. ALLSWORTH: It wasn't cut off.

THE WITNESS: Seems like your copy machine --

MR. ALLSWORTH: Oh, wait a minute.

THE WITNESS: This area right here is not
included in here.

MR. HUYNH: Okay. So you guys do have one
with --

MR. ALLSWORTH: Yeah.

MR. HUYNH: Is it okay if we take a quick recess
and make a quick copy of this?

MR. ALLSWORTH: Absolutely, sure. I have no
idea what happened, but I mean what was sent to you was
given to me separate from when that was given to me, and
I have no idea what happened.

MR. HUYNH: We'll just go briefly off the
record.

(Recessed from 9:50 a.m. to 9:53 a.m.)

(Exhibit 8 was marked for identification.)

MR. HUYNH: We're back on the record. We just
took a brief break just to make a copy of a new exhibit.
We Bates labeled it ACC 000577.

BY MR. HUYNH:
Q. Mr. Steiner, go ahead and take a look at that.

It's got a series of individual names on here under the --
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the first column heading has got Investor, and the second
column heading has got Out of the Blue Processors.

Now, just kind of going back to what we were
briefly speaking about. Roughly, if I understand
correctly, $1.5 million was raised to allow you and
Mr. Lunsford to grow those business contacts and to
facilitate the development opportunities that we've been
briefly speaking about.

Can you just from this list, because the amount
is higher than 1.5, can you just go through and explain to
me which individuals are part of the 1.5 million that

we've been generally discussing or speaking of?

A. Generally -- I think there needs to be some
clarity.

Q. Okay.

A. The opportunity that we are taking advantage of

is working with the Chinese and their business
development opportunities in foreign lands, particularly
Africa and Latin America, some countries within each of
those continents, and they presented that opportunity to
us. And so in order to facilitate that endeavor, it
took capital beyond what we had personally to
participate in that.

So we engaged people that knew us, people that

worked with us, people we had relationships with, and
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said this is our opportunity; would you like to
participate with us in this environment? And this is a
list of people that have indicated they would like to.

Because there were some unknowns at the
beginning, we had to create a structure that gave people
a comfort level of understanding what their
participation was and what they could anticipate,
generally speaking, out of what at the time was unknown,
but certainly anticipated to be good. Much like you do
in any business model, you'll say, you know, I recognize
the lack of a widget, and if I make widgets, there's a
good chance that I can hit a business plan. You

understand that?

Q. Sure.
A. And you speculate a little bit, and you manage a
little bit, and you try to -- you try to anticipate, as

best as you can, how much it will take to do that and
what kind of expense will be associated with that.

So at the beginning of this when we started, we
knew what our opportunity was. We knew what the
potential could be. We knew that it created a lot of
opportunity, not only for ourselves, but for our
families, for people close to us, and for people in
those countries that would be the benefactors of

infrastructural development.
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So this first project, there's people without
electricity. We put this in place; people will have
electricity. We see that as a good opportunity, not
only from an economic standpoint, but from a do-good
opportunity around the world. And we've received
accolades and appreciation for these endeavors that
we've taken.

But at the beginning there are some unknowns.
So we structured what we believed could be a reasonable
opportunity for the investors. And we guessed that we
could accomplish it in a million and a half dollars.
And so we had Out of the Blue Processors filed. It was
dormant. It was unencumbered. It had no obligations.
And so we used that as an entity to say members that
wanted to participate in this could have a nondiluted
participation at these rates. Does that make sense?

Q. Okay.

MR. ALLSWORTH: These rates relate to --

THE WITNESS: Well, we said for $1.5 million, we
would identify 10 percent of the revenues from the
projects that we engage in in China -- the China
business. It's not necessarily China, but you
understand what I mean. That that 10 percent would
encompass a hundred percent of the investors' return, as

you read that.
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BY MR. HUYNH:

Q. Okay .

A. So we structured it that we would raise a
million and a half dollars. 10 percent of the gross
revenues that came from these projects that we engaged
in with China and the other countries would be returned
in a gross level to the people that participated, and
they occupied Out of the Blue.

Q. Okay.

A. Now, because some of the processes took longer
than our original business model anticipated, we had to
extend beyond what was encompassed in $1.5 million.
Given the rules and our promises and obligations to
people and our understanding between each other, we had
to create a way to, without diluting the people that
were already there, still needing a little more capital,
we went and added what we believed could happen with a
little more capital.

So here it represents on this Exhibit 8, $1.7
million, thereabouts, against $1.5 million 100 percent
Out of the Blue. So without diluting anybody, we simply
extended the rules to include another 5 percent. We
identified that as Out of the Blue II to make a
separation between, so that no one had a dilution, so no

one was mismanaged, and nobody's understanding changed.
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It diluted me because it required in the document
labeled Out of the Blue Processors II, which is simply a
defining document, not a separate entity filed document.
It's a defining document within the same rules, and the
language is the same, and the rules are the same with
the exception of the amount of money raised and the

allocation assigned.

Q. Okay.
A. Prorated-wise, it's the same.
Q. Okay. So I guess from our perspective, we

haven't seen a version of the initial Out of the Blue
operating agreement from you. So maybe that's where some
of my confusion is, and that's why I'm asking these
questions.

So kind of just to follow up then, is there an
operating agreement for just, you know, the original Out
of the Blue? Is that what you're alluding to, that it's
pretty much the same in terms of material provisions and
terms as this Exhibit 1 we have, except for the rates and

the dollar amount is slightly different?

A. Correct.

Q. Okay. And would you be able to give us a copy of
the --

A. I can get you a copy, yes.

Q. Okay, great.
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MR. ALLSWORTH: Paul, may I interrupt, please?

MR. HUYNH: Sure.

MR. ALLSWORTH: Just for your information, the
reason you don't have it is because it was not
requested, for the record.

MR. HUYNH: Okay. We can discuss it
afterwards --

MR. ALLSWORTH: Yeah.

MR. HUYNH: -- to confirm, Art, but I pretty
much thought that as part of our Exhibit A, we included
Out of the Blue Processors, LLC, and doing business as
Out of the Blue Processors II, LLC.

MR. ALLSWORTH: I'm referring to the original
subpoena duces tecum.

MR. HUYNH: That's what I was referring to,
also.

MR. ALLSWORTH: It said Out of the Blue II.

MR. HUYNH: Okay. Let's chat about that
afterwards then to confirm.

BY MR. HUYNH:

Q. So that might explain why I'm a little unaware in
terms of somewhat the technicalities that you just
explained.

So my follow-up then, Mr. Steiner, is, do you

know, in regards to this list that we have marked as
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1 Exhibit 8, is there maybe a portion that you could kind of
2 point me to and say, well, these are the individuals that
3 are the Out of the Blue II --

4 A, I think as a general rule, without, because I

5 don't have that information specifically spelled out

6 here --
7 Q. Sure.
8 A. -- that you could assume that Out of the Blue I,

9 and then you move down, and then it shifts.

10 Q. Okay.

11 A. Does that make sense?

12 Q. It does.

13 A. If you can appreciate what's being done in the

14 process of making a commitment to people who we know and
15 are close to and saying this is our obligation to you,
16 and this is so you have some evidence of that

17 commitment, that is what is important to me and

18 relationships with those people that are members of

19 these deals, is that we're going out and doing this. We
20 estimated this amount of money to be needed. You're in,
21 you're committed, you're locked in, our commitment is

22 solid to you. We need a few more dollars, so we'll

23 extend the same offering to the same definition of

24 people, and we move that -- an additional 5 percent is

25 the document that you're looking at, right? 1It's
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5 percent and 2.5 percent, right?

Q. Okay. So --
A. Are you agreeing with me on that?
Q. Let me -- I'm just flipping through it. Maybe I

missed it here. Just a second.

Okay. I believe it's under, on this Exhibit 1, I
believe it's on ACC 10, looks like under subsection 6.2,
Division of Profits and Losses. Is that, I believe, what
you're referring to? There is an amount here of $750,000
for operating capital for Lunsford Consulting, Ltd, in
exchange for 5 percent of Lunsford Consulting, Ltd's gross
revenue until investment is returned. Then 2.5 percent of
gross revenues in perpetuity; is that --

A. Uh-huh.

Q. Okay. So just to clarify, from my understanding
then, so the Out of the Blue Processors, LLC, the terms
were, say, $1.5 million, but it was 10 percent?

A. (Nods head.) And 5.

Q. And then after investment is returned, then it's
5 percent of gross revenues in perpetuity?

A, Uh-huh, that's correct.

0. And it's the same general premise then that is
described or that you've described before, which is based
upon the actual development of the projects that are
funded by the Chinese; that's what the 10 percent is?
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Maybe just clarify in detail for me so I'm not confused on

that.
A, Ask your question again.
Q. Sure. What is the percentage that is discussed

here? Say the 5 percent or the 10 percent that we've
briefly discussed regarding 5 percent of Lunsford
Consulting's gross revenues, how is that generated and
what is that generated from?

A. In the first phase, the first set of people who
participated with us, that's identified as Out of the

Blue. We anticipated raising $1.5 million for operating

costs.
Q. Okay.
A, In exchange for that, we were going to give them

10 percent of the gross revenues that were generated
from the transactions with the Chinese.

Then, because $1.5 million through the process
from 2008 to current, some of the endeavors took longer
than we anticipated, and so we continued our offering
categorically under a second set of 750 in exchange for
5 percent to match the same return values given the
first batch of people, all encompassed under the Out of

the Blue. Does that make sense?

Q. I understand.

A. Okay.
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Q. Just for the record, can you explain in detail,
how does either Out of the Blue or Lunsford Consulting get
their 10 percent from the Chinese transaction?

A. Okay.

MR. ALLSWORTH: Pardon me, but it's not
10 percent. Lunsford Consulting does not get 10 percent
of anything.
THE WITNESS: Perhaps I'll refer to this
document to help him understand.
MR. ALLSWORTH: Yes.
THE WITNESS: Do you have this?
BY MR. HUYNH:
Q. Yes, I think we marked it -- we didn't mark that

one. Okay. Why don't we go ahead and just refer to it.

A. Can I set that aside for a moment?

Q. Sure. You're looking at ACC 000573 and 5747

A. Correct.

Q. And we can mark that in a second, if need be.
A. Okay. 8o to help you understand, in speaking

with these close relations that we have and said do you
want to participate in this, they had to have an
understanding of what types of things we were engaging
in. So it was clear to them from the beginning, as it
is today, that we have strategic relationships in China

that allow us to participate in these projects. They're
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infrastructural projects between governments or private
party associations with governments, and so
infrastructurally, you understand that they're big
projects. If they want to build a road, they need a
power plant; they need a water solution situation. If
they're mining ore or oil or different sort of resources
that are contained within one of these countries, the
government's participation in that -- they're not small
projects. They're big projects.

So in the case of this first one here which
we're talking about and which has direct application to
our interest here, it's a 1200-megawatt power plant in
Nigeria. We have relationships with people in Nigeria.
We talk to them about the participation of generating
power for their people who are grossly underserved, and
said we could do this. We presented it to our Chinese
partners. "Partners" is the wrong term. Associates.
And said would this be a project that you would be
interested in, and they said yes.

So they brought their team. The Nigerian team
came together, and through -- I can give you a whole
litany of the process which you may be interested in,
and I'1ll tell you if you are. But at the end of the
day, at the end of this discussion through the signing

of an MOU between the two parties, parties from Nigeria,
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parties from China, said we agree to come to terms to

build a 1200-megawatt power plant, roughly 33 percent

more than the existing power that exists in Nigeria from

a power station environment.

They have a total of about

30

3,000.
Q. And MOU standing for memorandum of understanding?
A. Memorandum of understanding. Creating an

exclusive environment to work through the details of

building a 1200-megawatt power plant. No small task.

Q. Okay.

A. And so they came to terms and agreed, and

through the process, it became apparent through

financial measures and all the buildings that the

project would be very near $1.5 billion in its gross

environment, the cost to build that power plant and the

related ancillary components that go with that.

There's the power plant itself. You put some

coal in; you heat it up, and it creates power. You have

to transport that. You have to have trucks coming in

with the coal. You have to have limestone. You have to

have water treatment facilities.

So there's a lot of

things that go around that that bring this to an

ultimate project, a functioning project. And the cost

presented was $1.5 billion to construct that deal.

Q. And we understand that.
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get a defined understanding in regards to how the payout
structure works so that, you know --
A. So we anticipate receiving 1 percent of the

project cost.

Q. Can you confirm, who is "we"?

A. Lunsford Consulting.

Q. Lunsford Consulting, LLC?

A. LLC. There is only Lunsford Consulting, LLC.
Q. Okay. And based upon a 1 percent payout, based

on total project costs --
A. Correct.
Q. -- how does that now relate back to the
10 percent and the 5 percent we were earlier discussing?
A. 10 percent of $1.5 billion is $1.5 million -- I
mean $15 million. Time out. Scratch. Start again.

A billion and a half dollar project at 1 percent
is $15 million. That's what's generated to Lunsford
Consulting for their services in putting the teams
together, being the liaison through the process, working
through as a consulting environment and liaison service
through the duration of that project. Lunsford
Consulting would receive $15 million in that scenario.

Now, Lunsford Consulting's obligation to the
members of Out of the Blue Processors is 10 percent of

that $15 million to the first batch and 5 percent or up
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to -- you understand a prorated environment? To the
second batch of Out of the Blue. So in that case, you
would say, okay, what's 10 percent of that $1.5 million?
What's the 5 percent of $750,000? That, assuming that,
you know, Out of the Blue has still got some space in
it, the second portion, then now those people receive
their percentage, 10 percent of the 15 million,

5 percent of the 15 million, of their prorated
membership.

Q. And just to confirm for the record, who are the
members of Lunsford Consulting, LLC?

A. Me and Mr. Lunsford.

Q. Are any of the investors limited members or
members at all in Lunsford Consulting?

A. No.

Q. Do they have any control in the operations or
day-to-day of Lunsford Consulting?

A, No.

Q. In regards to now Out of the Blue Processors,
LLC, if I recall correctly, the only LLC members on the
last corporate documents were yourself and your wife; is
that correct?

A. On which?

Q. Out of the Blue Processors, LLC. This says -- I

don't have that in this set here. But is that my
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recollection from the Corporation Commission website, only

yourself and your wife are the listed members of Out of
the Blue Processors, LLC?

A. I -- I haven't reviewed anything from there.
I'm the managing person of that.

Q. Okay .

A. And then we offered the opportunity to these
people to participate, and these documents, you know,
explain that.

Q. In regards to the "in perpetuity," so then, if

understand properly, when these other projects, if they

came to fruition, then that's when they would get a return

in excess of their initial monies, right?

A. Correct.
Q. Okay.
A. Let me restate that. If we do a second and

third and fourth and tenth project, the same rules
apply. Lunsford Consulting receives its amount; and

then the gross percentage of that, 10 or 5, is as the

documents say, 5 and 2.5 -- you with me on that?

Q. Yes.

A. -- will go out as long as we are doing these
projects.

Q. Okay. Now, from the perspective of Out of the

Blue Processors, LLC, who handles the day-to-day
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operations of that entity?
A, That's me.
Q. Do any of the investors have any communications

with any of the Chinese contacts --

A, No.

Q. -- or any of the projects we've been discussing?
A. No.

Q. What are the voting rights of Out of the Blue

Processors, LLC? I mean is there like a majority vote?
Is it the same as --

A. What does it say in here? I would have to
review this.

Q. So it would be -- your understanding, it's the
same provisions as the Out of the Blue Processors II, LLC
operating agreement that we've got in our possession?

A. Correct.

Q. Okay. That's fine.

MR. ALLSWORTH: Paul, let me clarify one thing.
The unsigned copy that you have of Out of the Blue
Processors II is not an operating agreement that has
been signed by people.

MR. HUYNH: Okay.

MR. ALLSWORTH: It has the names -- it has names
on it of persons who did not put money in, and they are

not members. Just so that clarification occurs. So the
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text is either absolutely identical to, with the
exception of member names and amounts and dates --

MR. HUYNH: Yes.

MR. ALLSWORTH: -- is identical to the text of
Out of the Blue II, LLC's operating agreement, the one
that actually exists and has been signed, and it is
identical to Out of the Blue Processors, without a Roman
numeral, with the exception that Out of the Blue
Processors identifies to the 1.5 million and the 10 and
5 percent, and Out of the Blue II talks about 750,000
and 5 percent and 2.5 percent.

MR. HUYNH: Sure.

MR. ALLSWORTH: Just so we clarify because --
and you'll understand my concern -- because Margo Marie
Mallamo, for example, appears on this, and as you know,
at the very beginning of this, I raised the question as
to whether anyone by that name actually exists and ever
talked to you. But the point is, she never became a
member.

MR. HUYNH: Okay. Correct. And I'm just trying
to, since we don't have a copy of the first one --

MR. ALLSWORTH: And that's fine.

MR. HUYNH: -- just to confirm and understand in
terms of --
MR. ALLSWORTH: 1In effect, you have a copy of
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the first one with those two changes.

MR. HUYNH: Well, we don't have an actual copy
of the first one.

MR. ALLSWORTH: Right, you don't.

MR. HUYNH: So that's why I'm having to hammer
home the same questions, unfortunately.

THE WITNESS: I appreciate the questions, and I
appreciate the clarity here that what I'm answering is
purely the text definition for what you're asking.

MR. HUYNH: You bet.

BY MR. HUYNH:
Q. So I think let's just briefly take a look at
Exhibit No. 2, and if you have -- why don't you take a

second there, Mr. Steiner, and take a quick review of that

exhibit.
A, Okay.
Q. And so just a brief back history. How long have

you known Mr. William Lunsford?

A. I believe I was introduced to him in 2007.

Q. And this Exhibit No. 2, I believe it further
describes in general what we've been generally talking
about, the relationships that Mr. Lunsford has with
certain individuals in the Chinese government, and that I
believe it states here, "Lunsford, with its Chinese

relationships, provides a unique opportunity for project

ARTZONA REPORTING SERVICE, INC. (602) 274-9944
WwWw.az-reporting.com Phoenix, AZ
ACC001016

FILE #8302


http://www.az-reporting.com

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

MARK GLENDON STEINER  10/17/2012 37

developers to realize their project in potentially the
most favorable economic scenarios possible."

And "Lunsford is currently working in conjunction
with its Chinese friends to develop a number of projects
aroﬁnd the world," and it has got a handful of projects.

So this is sort of an encapsulation of what
you've been describing to us in regards to once the
projects are put together, there's a 1 percent fee that is

to be paid out to Lunsford Consulting; is that correct?

A. The fee varies.

Q. Ckay.

A. But generally speaking, yes.

Q. So in terms of, let's just focus on the

1200-megawatt coal-fired power plant that we've been
discussing. 1Is there a copy of a contract or some
document signed between Lunsford Consulting and the

Chinese parties evidencing what that fee is going to be

yet?

A. We have an agreement with them.

Q. Is it memorialized in any type of written
document?

A. There's a document that explains the

understanding of it. The specifics of the fee is not in

writing.
Q. So how currently right now are you basing the
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1 percent then? How --

A. Because we have had deliberate discussions about
the specifics of that and what is provided on this
particular project.

Q. Is there going to be a document to memorialize
what Lunsford Consulting's fee will be?

A. It's very difficult to identify the fee up front
because it's based on the negotiations of the price and
the costs associated to do that and then what is
available out of profits from the Chinese project to do
that. So once that's identified, then we'll total what
our fee is, and that's what the fee is. We've known for
years that the fees will range between 1 and 3 percent.

Q. Okay. So your testimony is, so it's a minimum of
1 percent but could go up to 3 percent?

A. Correct. |

Q. Do you have a time frame of when that will be

finalized so --

A, What do you mean?
Q. The fee arrangement.
A. Are you asking -- tell me again what you're

looking for.
Q. Sure. Do you have a time frame of when the fee
arrangement between Lunsford Consulting and, is it proper

to say the Chinese, on what that fee will be, whether it's
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1 percent through 3 percent?

A. We know emphatically on this project it's
1 percent.
Q. So you have a document that memorializes that?
A, No.
Q. So how do you know emphatically that it's

1 percent then?

A. Because we sat down with our Chinese associates
and discussed the details what this was, what the profit
margins were and what could be afforded, and we agreed

to 1 percent.

Q. But it's not in writing anywhere?

A No.

Q. So how can you guarantee that they'll even pay?

A If it's in writing, you can't guarantee they'll
pay either.

Q. True. But right now you don't --

A. We have more than 20 years of working

relationships with people in China where the trust
factor is the equivalent of a family member, close
associates and friends, and we've engaged in this based
on that, as it explains in this document, that that is
the critical component of what our opportunities are.

Q. Has there been some other prior project that you

facilitated and have been paid out before?
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A, Lunsford has. Lunsford, this whole -- no.

You're asking me, Mark Steiner. The answer is no.
Do I have reason to believe emphatically that

we'll be compensated for that? Yes. So much so that I
would take people who are close to me, who I care about
individually and personally for, and have them
participate with me on that basis.

Q. Now, you mentioned, if I recall correctly, there
is a document memorializing the relationship between

Lunsford Consulting and your Chinese contacts; is that

40

correct?
A. We do.
Q. What is that document generally memorializing, or

can you give me just a brief overview what's actually
contained in it?

A, Sure, it identifies the project, the scope of
the project, and that we are the agent of record for
that project.

Q. Would you be able to provide us a copy of it if
we need it?

A. I could show you a copy. I would have to review

the document before I could emphatically say I will give

it to you.
Q. Okay.
A. But I have the document. It identifies who we
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are.

Q. We can make a request through your attorney and
get a response at that point.

A. Yeah.

MR. ALLSWORTH: There are confidential --

THE WITNESS: Yeah.

MR. ALLSWORTH: -- clauses in several of the
documents that relate to projects, and those clauses
include a governmental agency of another country; and
obviously, Mark does not wish to breach any
confidentiality clauses. Apart from that, the --

THE WITNESS: This document here could suffice
in some regard to explain the relationship and the
length of time that we've had a relationship with them
and their inviting us to participate in ventures with
them. It's a document dated --

BY MR. HUYNH:

Q. It's Bates labeled ACC 029, we'll just say.

A. Dated July 30, 2000, referencing a ten-year
existing relationship, and continuing to do business
beyond that.

Q. Let me clarify though. This is to Mr. William B.

Lunsford, correct?

A. Uh-huh.

Q. And Mr. Lunsford is the individual who has the
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relationships with the Chinese or had the 20-plus year
relationship with these Chinese individuals, correct?

A. That's correct.

Q. And if we need to, I can always grab the
information; but it's my recollection that Lunsford
Consulting, LLC, was organized in, I believe, July of
2010. Does that sound correct?

A. More recent than this letter.

Q. Okay. So I guess maybe that's where a little bit
of my confusion is. You state your relationship with
Mr. Lunsford and this consulting began either early -- and
the money started to be raised somewhere in 2008, correct?

A. Correct.

Q. But you didn't become a member of Lunsford
Consulting until 2010. And I guess the question is, how
were you able to guarantee that these payments to even the
Out of the Blue individuals at 10 percent of Lunsford
Consulting's 1 percent would even materialize, because at
the time you weren't part of Lunsford Consulting?

A. Right.

MR. ALLSWORTH: That's not true.

THE WITNESS: You're asking questions that are
timeline sensitive with respect to organization in an
environment as if we had a crystal ball at the beginning

and knew exactly what would happen at the end, and
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that's not the case.

The business plan is a very simple business
plan. Two people have a relationship, meaning
Mr. Lunsford and the Chinese. They've done business
since the late 1980s to early 1990s. They participated,
became friends for over a decade. Lunsford continued to
go there, and all of this, of which I am not a
participant of but the benefactor of at that time about
a 15 to 20-year relationship between two people, two
people's families, two people's business relationships
and the peripheral of people that they're associated
with that existed. Lunsford has been to China countless
times.

And so in the environment that he worked and the
relationship that was developed, and then at the time
when the opportunity was presented to him to participate
in this capacity, he wanted to do that. He asked me if
I wanted to do that with him. We said okay. I said
okay.

But at that stage of time, there were a lot of
unknowns. The specifics -- did I have a 1200-megawatt
project sitting in my back pocket waiting for the
Chinese to call and say could we do that? Of course, I
didn't. So there were some unknowns as to how this

would develop. There were some relationships that we

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
wWww.az-reporting.com Phoenix, AZ
ACC001023

FILE #8302


http://www.az-reporting.com

14
15
16
17
18
19
20
21
22
23
24

25

MARK GLENDON STEINER  10/17/2012 44

knew existed. We knew there were projects that could be
gathered, but it was too early to define the details of
how the participation would be.

Would I be a 10 percent owner? Would I be a
90 percent owner? Too early to know. Would I
participate in helping to identify resources to cause
this to take place? Too early to know.

And so it was inappropriate to form an
organization that had too many unknowns in it. So
because it was the two of us and we trusted each other
and the relationship that we had that we said we will go
down on this together, this road with a handshake and
anticipation. And we did.

And part of that happened before this ever came
into play. So when we believed that projects were
coming close to fruition, we believed that that would be
an appropriate time to formalize and establish Lunsford
Consulting, LLC, in the capacity that it was.

BY MR. HUYNH:

Q. Okay. So let's maybe take a brief step back
then, and I'm referring back to Exhibit 4, the Prehearing
Conference Memorandum, and going back to where it
discussed by early 2008 it was obvious that the Lunsford
business required more capital than Lunsford and Steiner
individually could supply. Steiner agreed to seek
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investor capital in the U.S. from friends, neighbors,
former business associates, to finance the ongoing
expenses which Lunsford Consulting was incurring.

Now, which -- just to make sure here. When it's
discussing Lunsford Consulting, is that a different
entity, not Lunsford Consulting, LLC, but a different
entity at the time?

A. Lunsford the individual.
Q. Okay.

MR. ALLSWORTH: No, wait a second. I believe
it's stated in here. I haven't looked.

THE WITNESS: It says Lunsford individual --

MR. ALLSWORTH: I believe it states partnership.

THE WITNESS: -- at the beginning. May I look
through here?

MR. HUYNH: Yes, sure.

MR. ALLSWORTH: Yeah, on page 4, bottom of the
page, beginning on line 20.

THE WITNESS: Mark Steiner, individually, and
William B. Lunsford Consulting.

MR. HUYNH: Okay.

THE WITNESS: Not a registered company, nothing.
It's him and I. |

BY MR. HUYNH:

Q. Okay. So let me just get an understanding. So

ARIZONA REPORTING SERVICE, INC. (602) 274-9944

www.az-reporting.com Phoenix, AZ
ACC001025

FILE #8302


http://www.az-reporting.com

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MARK GLENDON STEINER  10/17/2012

the money raised by Out of the Blue Processors, LLC, what

46

was to happen with that money? Just, you know, explain it

to me.
A. Operating expenses.
To be paid to which entity or individuals?
A, Operating expenses?
Q. Yes, for which individuals or entities?
A. Okay. I'm trying to answer the question, and

I'm trying to give you a realistic, accurate picture of
the process, and I kind of get a sense you're trying to
make it fit in a box, and it doesn't fit in a box. And
it doesn't have to fit in a box. There's nothing
illegal about not fitting in a box.

So two people decided to go down the road
together on a project. That was Mark Steiner and
Lunsford, and we agreed to do that. Out of the Blue
Processors, the purpose of it was to raise operating
capital so that Lunsford and I could make the trips,
sustain the operation, and complete a transaction.

The first dollars raised in Out of the Blue
happened before Lunsford Consulting is formally
organized. So if you're saying, you're trying to stuff
it in Lunsford Consulting, an entity that doesn't exist,
you can't really say that. But Lunsford Consulting

meaning Mark Steiner and Lunsford who are going together
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with the Chinese on a relationship and meet with the
people in Africa on a relationship and put together a
transaction with a 1200-megawatt power plant between a
national company in China and a government-supported
effort individual company in Nigeria, all of that came
together before Lunsford Consulting was formally
organized.

Q. Let me ask -- or let me ask you a couple
questions. Maybe it will help clarify where my questions
are going.

Is there any type of an agreement between Out of
the Blue Processors, LLC, and any Lunsford Consulting or
Lunsford Consulting entities that memorializes, that
requires Lunsford Consulting to pay a particular amount to
Out of the Blue Processors, LLC?

(The witness consulted with his counsel off the
record.)

MR. ALLSWORTH: Well, the answer is yes. I mean
there is such a document. It is not in its final form
at this time, Paul, because it was originally developed
in connection with the Out of the Blue formation.

MR. HUYNH: I appreciate that. Can I just get
Mr. Steiner, because if we had to, I obviously can't use
your testimony directly.

MR. ALLSWORTH: All right.
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BY MR. HUYNH:

48

Q. But if you could explain that to me, Mr. Steiner?
A, Give me a second on this, if you will.

Q. Sure.

A. Can we suspend for a moment?

Q. Do you want to consult with your attorney?

A. Yes.

MR. ALLSWORTH: Yes.

MR. HUYNH: Why don't we go off the record for a

few minutes, Gary.

THE WITNESS: Thank you.

(The witness consulted with his counsel from
10:39 to 10:40 a.m.)

MR. HUYNH: Back on the record.

BY MR. HUYNH:

Q. You've had a chance to briefly discuss with your

counsel regarding my last question. Did you have an
opportunity, or do you need it read back to you,
Mr. Steiner?
A. Ask me the question, sure.
(The record was read by the Certified Reporter
as requested.)
THE WITNESS: There is a document, yes.

BY MR. HUYNH:

Q. And what is that document, Mr. Steiner?
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A, It is the document that's been referred to in
this -- what does it say? Let me find where it
references it. I'm trying to remember the official name
of the document.

MR. ALLSWORTH: I think it said Private
Placement Agreement, but I'm not sure.

THE WITNESS: Something of that effect.

MR. ALLSWORTH: I don't think it's referred to
in there because I didn't have it at that time, Mark.

THE WITNESS: That's true. Oh, it's referred to
in the Out of the Blue --

MR. ALLSWORTH: It's referred to as a Private
Placement Agreement in the --

THE WITNESS: Operating Agreement.

MR. ALLSWORTH: -- Operating Agreement, and I
think it had section, Article 6.

MR. HUYNH: Okay.

THE WITNESS: Look at the 6 point -- was it 6.27
Do you see where it makes reference to that agreement?
BY MR. HUYNH:

Q. Private Placement Agreement between Lunsford
Consulting, LTD, and the company, according to this 6.2?

A. Right. Yeah, and I'll have to look at the
formal -- but that's the specifics in that, but that's
the referring document.
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MR. HUYNH: Okay.

MR. ALLSWORTH: And it's in its final form.

It's still a work-in-process in my computer.

BY MR. HUYNH:

Q.

I guess that's my next question. When was this

document executed or signed?

A.
Q.
A,
Q.
A.

Prior to this document.

Prior to May 1, 2011, you're saying?
Correct.

And by whom is it signed by, do you recall?

I'11l have to look for sure, but I believe it's

between me and Mr. Lunsford.

Q.

And would you be able to provide us a copy of it

if we request it?

A.
Q.

We can.

And when you signed it, Mr. Steiner, with

Mr. Lunsford, what entity were you signing it for or on

behalf of? You individually, Out of the Blue II, Out of

the Blue Processors, LLC?

50

A. I'll have to look at the document.

Q. Okay. Do each of the investors or members of Out
of the Blue Processors, LLC, have a copy of that
agreement?

A. No.

Q. So do you recall the year that that Private
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Placement Agreement was executed between you and
Mr. Lunsford?

A. I believe it was -- technically I need to say
I'll have to check the document to be certain, but I

believe it was in 2008.

Q. Okay.
A. In the early part of it.
Q. And what is the terms under that Private

Placement Agreement, if you recall, that was executed
between the parties? Do you remember what the percentage
was?

A. As stated in this -- we referenced the
10 percent that reduces to 5 percent, and the 5 percent
that reduces to 2.5 percent, the $1.5 million and
$750,000 in Out of the Blue II and Out of the Blue

nonRoman numeral.

0. Okay.

A. It reflects those numbers.

Q. Is there only one executed copy of that document,
or more?

A. Just the one.

Q. But you stated it was executed in 2008. How

could it reference both the 10 percent and the 5 percent

when the 5 percent didn't occur till later in 20107

A. When you see the document, you'll understand.
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We made a provision believing that the one and a half
would be sufficient, but we also made a provision that
if we needed to go beyond that, we could do so. It's
the blueprint that we used in this operating agreement

which has two parts to it.

Q. Okay.

A. Does that make sense?

Q. Sure.

A. We had that document. We had to raise some

money. We put this document together, not this one, but
the first one that has the same language in it for the
10 percent. Then we needed more, and we had a provision

if we needed to go beyond, and this is the provision to

go beyond.
Q. Okay.
A. That document plus the Out of the Blue

Processors document plus this Out of the Blue Processors
II document all references and says the intent.

Q. Okay. Now, the Out of the Blue Processors II,
LLC, operating agreement talks about $750,000. How much
of that $750,000 was raised? It sounds like you didn't
reach the 750; is that correct?

A, The difference between the 1.5 and the 1.7,

wherever that is, $223,000, give or take.

Q. Okay. All right. Okay. And just to be clear
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for the record, have there been any revenues generated
under these transactions that we've been discussing today

with the Chinese that have been paid to Lunsford

Consulting?
A. No.
Q. And just to make sure, so there hasn't been any

current returns yet to any of the investors?

A. That's correct.

Q. Now, if you would just -- where is that --
Exhibit 8 here, take a quick look at that again for me. I
just have a couple brief questions on that just to
confirm.

Mr. Steiner, can you confirm for me, who created

this list or document, if you know?

A. I did.

Q. And is it a true and accurate copy, the best you
recall?

A. I believe so.

Q. All right. ©Now, give me some background in

regards to, let's just start off with the first individual
on the list, Derek and Sandy Howard, and it looks 1like
their amount is $100,000; is that correct?

A. Correct.

Q. So walk me through just to confirm. What

documents were provided, if you recall, to Derek and Sandy
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Howard in regards to this opportunity with the Chinese and

these transactions?
A. The Out of the Blue operating agreement.

Anything else provided to them?

A. No.

Q. Okay.

A. Well, for the sake of the transaction, no.
Q. Okay. I guess, in general, the rest of the

individuals on the group, instead of having to ask it over

and over again, could you just give me if it's different?
Is there anyone that was provided anything other than the
respective operating agreement?
A. Everybody received -- as part of this, they put
the money in; they got a copy of an operating agreement.
Q. Okay. All right. Anything else that was

provided to them prior to the transaction?

A. With reference to them being a participant?
Q. In the project, yeah.
A. Did I ever show them a piece of paper or a

document in talking with them about the project? Is
that what you're asking?
Q. Yeah, in describing the investment opportunity,

if you recall.

A. I don't recall specifics. You have this.

Q. And you're talking about Exhibit 2, Lunsford

ARIZONA REPORTING SERVICE, INC. (602) 274-9944

www.az-reporting.com Phoenix, AZ
ACC001034

FILE #8302



http://www.az-reporting.com

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MARK GLENDON STEINER  10/17/2012

Consulting Executive Summary, China.

A. This was obviously not created at the inception
of this deal because these projects didn't exist. But
you have documentation that I might have showed
somebody. Like that, as an example, to reference our
relationship.

Q. And you're referencing Exhibit 3, ACC 00029,
okay.

A. Different people have different questions and
different levels of scrutiny or due diligence or
whatever it may be. They're all relationships of mine.
As you can see over here, we've known them for extended
periods of time in most cases, and there's a trust
factor in knowing these people. And so in presenting
the opportunity to them, they heard it. They liked it,
or not. The people that did are listed.

Q. Sure.

A. They got a copy of an operating agreement to

substantiate their defined interest.

55

Q. Sure. It's just a general question I ask because

sometimes there are individuals who have prospectuses or
some other documents, and I'm just giving you the
opportunity to let me know if there are.

A, You may have gathered at this time through this

process that we are working on a project on a small
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1 business environment that's growing with us that we

2 believe we have confidence in the outcome of what it is.
3 As things developed and the process has moved

4 forward, it became apparent that there would need to be

5 information put in place, and so we did as needed.

6 Q. Okay. Now, if you would, refer back to that

7 Exhibit 8 again for me real briefly, and there's a column
8 that you have listed as Relationship. Do you see that on
9 the far right?

10 A. Correct, yes.

11 Q. All right. I would like to, if you would, just
12 give me some background or a couple brief highlights.

13 There's, I believe it's Southridge Investments, LLC?

14 A. Uh-huh.

15 Q.. Who is the individual that you had discussed the
16 investment with? Is there a particular individual name?
17 A. Southridge Investments and Overall Plumbing are
18 one and the same, generally speaking. And Sean Overall

19 is the name of the individual.

20 Q. And under the Relationship column, it says
21 "Referred by other participant."™ Do you see that?
22 A, Uh-huh.

23 Q. Who was the other participant that referred

24 Mr. Overall to you?

25 A, The second one down, SNL & Associates, I
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believe, is the referring party.

Q. Is there a particular name that you can provide
us that was the direct individual?

A. That I spoke with?

Q. Yeah, or, you know, who that individual is? I'm
assuming it's not just the entity. There is a particular
individual there?

A. Sean McLaughlin.

Q. And prior to Mr. Overall being referred to you,
did you have any type of a working or personal
relationship with him?

A. Not -- no.

Q. And the first time -- so when you first met him,
that's when you guys discussed the investment opportunity?

A. Correct.

Q. And Mr. Overall invested $80,000 and $45,000.
Were those in two separate time frames?

A. I believe so.

Q. " Underneath that is another individual, I believe
that's Robert Kocks, K-0-C-K-8?

A.  Uh-huh. |

Q. Also has the comment, "Referred by other

participant"?

A, Uh-huh.

Q. Who was the participant that referred that
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individual?
A. Cachaca, Cachaca Holdings.
Q. Prior to being referred by Cachaca Holdings, did

you have any personal or business relationship with
Mr. Kocks?

A, No.

Q. Now, there's a comment, a couple comments
underneath. Never mind. I figured that out.

If we could go to Cachaca Holdings, LLC, looks
like they invested roughly $308,000; is that correct? Who
was the individual that -- who is the individual of
Cachaca Holdings that is your friend or that --

A. Rolf Heartburg.
Q. Just to be clear, Mr. Heartburg referred Cachaca

Holdings to you? Or that is Mr. Heartburg's entity?

A. That's correct.

Q. That's Mr. Heartburg's entity?

A, Correct.

Q. When it says referred by friend of ten years, did

another individual refer Mr. Heartburg to you? 1Is that
what that's saying?

A. Yes, uh-huh.

Q. Prior to Mr. Heartburg's $308,000 investment, did

you have any business or personal relationship with him?

A, No.
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Q. What about Patricia Riddle, R-I-D-D-L-E, next
person on this list, of $75,000? Same question, it states

"Referred by other participant."

A. Right.

Q. Who is the participant that referred Mrs. Riddle?
A. Rolf.

Q. Okay. Did you have any business or personal

relationship with Mrs. Riddle prior to her investment?
A, No.
Q. What about Sylvia Anderson, who was the

individual that referred her --

A. The same. Patricia and Sylvia are good friends.
Q. When you say same, Rolf?
A. They were both introduced to me by Rolf, and

Sylvia and Patricia are friends.
Q. And prior to Mrs. Anderson's investment, did you

have any personal or business relationship with her?

A, No.

Q. The next individual is Will Law, L-A-W.

A. Right.

Q. Who was he referred by?

A. Same, Rolf.

Q. Same question. Prior to his investment, did you

have any personal or business relationships with him?

A. No.
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Q. Florin Capital Solutions, let's skip that.

Sue Painter. Got a comment,
participant." Same?
A, Same.

Mr. Heartburg, Rolf?

"Referred by other

A. Yes.

Q. R-0-L-F, is that his first name?

A. R-O-L-F.

Q. And prior to Ms. Painter's investment of

$110,000, did you have any personal or business

relationship with her?

A. No.

Q. There's a Zackarilly, Z-A-C-K-A-R-I-L-L-Y.

It's

60

got a similar comment. Can you confirm for me who was the

individual that referred --

A. Rolf.

Q. And prior to their $75,000 investment, did you

have any personal or business relationship with them?

A. No.

Q. Now, there's an R. Kocks, K-0-C-K-S,

Is that the same Robert Kocks that we had discussed

earlier under Vantage FBO?

A. No.
0. Who is --
A, His brother.
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Q. And who was the individual that referred him to
you?

A, His brother.

Q. Okay. Robert, okay. And prior to his

investment, did you have any personal or business
relationship with him?

A. No.

Q. There's a last name by -- I'll just spell it.
I'm not even going to try to pronounce it --

G-M-E-L-I-C-H.

A. Right.

Q. Is that a last name or is that --

A, It's a last name. The investment is in a family
trust.

Q. There's a comment there. Same question, who

referred this individual to you?

A. Rolf.

Q. And prior to their investment, did you have any
personal or business relationship with them?

A, No.

Q. Now, we've kind of been mentioning this
individual by the name of Rolf Heartburg, and just to make
sure I've got the name spelled correctly here. It's --

MR. ALLSWORTH: Could we take a break for just a

moment, please, Paul, and get some fresh water in here?
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MR. HUYNH: Sure, why don't we take -- is
10 minutes good? 10 minutes.

(Recessed from 11:00 to 11:14 a.m.)

MR. HUYNH: We're back on the record.
BY MR. HUYNH:

Q. I think where we left off, I had asked you a
couple questions regarding certain individuals, and there
was an individual by the name of Rolf Heartburg. Let me
make sure I spell the last name correctly,
H-E-A-R~-T-B-E-R-G?

MR. ALLSWORTH: No, B-U-R-G.
MR. HUYNH: B-U-R-G, all right. Good thing I
double-checked. All right.
BY MR. HUYNH:
Q. Mr. Steiner, do you know an individual by the

name of Rolf Heartburg?

A, I do.
Q. How long have you known him?
A. I guess somewhere in the, closer to a year and a

half, two years, two years, something like that.

Q. How did you guys originally become acquaintances
or come to meet?

A. Introduced to him by a friend of mine.

Q. Did Mr. Heartburg at some point in time become an

investor in either Out of the Blue Processors or
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unofficially the Out of the Blue Processors II, LLC?

A. Yes.

Q. Which entity? Out of the Blue I or II?

A. The I.

Q. And how much has Mr. Heartburg invested, or what

is the amount of his investment, I guess?
A. I would have to go back on the specifics, but
within the Cachaca or Cachaca Holdings, he's got

$308,000 there.

Q. Do you recall, is that all at one time that he
invested?

A. No.

Q. It's over a period of time?

A, Over a period of time, yes.

Q. So is Mr. Heartburg officially then a member of,

an LLC member of Out of the Blue Processors, LLC?

A, No. Individually speaking?

Q. Yes.

A, No.

Q. Is he through his Cachaca Holdings --

A, Correct.

Q. -- a member of Out of the Blue Processors, LLC?
A. Yes.

Q. Is he an officer or an employee of Out of the

Blue Processors, LLC?

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
wWww.az-reporting.com Phoenix, AZ
ACC001043

FILE #8302


http://www.az-reporting.com

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MARK GLENDON STEINER  10/17/2012

A. No.
Q. Is he an officer or an employee of Lunsford

Consulting, LLC?

A. No.

Q. Or any Lunsford Consulting entities?

A, No.

Q. Now, in regards to Exhibit 8, there were a

handful of individuals. I'm just roughly estimating here,

64

somewhere like six or seven individuals that were referred

to you by Rolf Heartburg roughly. Why did Mr. Heartburg
refer these individuals to you, if you know?

A. Well, when I was introduced to Rolf, you have to
understand kind of the mode that we were in. My
business is doing these projects in the international
scope of it, and there's an appeal to that. 1It's a cool
thing, what it means for us, what it means for
investors, what it means for the recipients of the end
benefit. And so in talking to people about what I do,
either investors or people that I just know, they say
what do you do? Oh, that's cool, whatever it may be.
And a friend of mine referred me to Rolf. Rolf is a
graduate of Thunderbird which is an international school
of business. It's one of the most renowned
international business schools in the world. Are you

aware of that?
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Q. Yes.

A, Okay. So Rolf is a graduate of that. The
people that go to that school are locals, but also
international people that have ties to government
officials. They're the sons of ambassadors, the sons of
presidents, the sons of political figures around the
world. And so I was introduced to him because of his
ties to Thunderbird and what this other person knew
about, oh, you know international people. He's worked
with international people, that kind of deal.

So we talk. And he was impressed with what we
were doing; and we had that conversation, and that was
kind of the extent of it. And then later he came back
and said that he was interested in participating. So he
did.

I learned later that the reason for his interest
in participating at the time that he did was because he
took the story that I had told him, meaning my
experience and the opportunities that we're working with
in China, et cetera, and went to a friend of his that
also went to Thunderbird who was the son of an
ambassador in Africa, and said I know a guy who is doing
this effort, this effort meaning all that we've
discussed.

Is that viable? Is that legitimate? Does that
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make sense? Could that really happen? Are these things
possible? Those types of questions.

And in fact, the son of the ambassador said very
much so, let me call my father, the Ambassador of
Uganda, the UN Ambassador of Uganda, and he said this
may be interesting because they have projects in Uganda
that they're seeking help on.

So I was put in touch with the Ambassador, the
UN Ambassador to Uganda, and we had many conversations,
and he was interested in us using our relationships in
China to bring opportunity to Uganda.

So when Rolf recognized that his relating my
experience and what we were doing as a business effort
not only intrigued the son of the Ambassador, but then
the actual Ambassador himself who then had phone calls
and conversations and identified projects that he wanted
done in his country, Rolf said not only is this
legitimate, but I can see the value of it.

Rolf also grew up -- I think he traveled around
internationally, Latin America area, so he has
international experience. So what I was saying made
sense to him, and then he verified it through an
individual who, in turn, is responsible for all the

Uganda projects that are on the table here. So --

Q. What is the name of the UN Ambassador to Uganda?
ARIZONA REPORTING SERVICE, INC. (602) 274-9944
www.az-reporting.com Phoenix, AZ

ACC001046
FILE #8302


http://www.az-reporting.com

23
24
25

MARK GLENDON STEINER  10/17/2012 67

A. Stephen Katenta Apuli.
Q. Can you spell that, as best you can?
A. I can do Stephen. Katenta, K-A-T-E-N-T-A,

Apuli, A-P-U-L-I. Where is my documentation?
Referencing -- what is it? 1Is that the right number?
ACC 17 --
MS. WEISS: No, that was the page.
THE WITNESS: No, it's actually 21, page 21.
This is him.
BY MR. HUYNH:
Q. You're pointing to the picture in the bottom
right-hand corner of ACC 00021, and you're pointing to the

individual sitting down in the middle of the picture?

A. Who is the UN Ambassador to Uganda.
Okay.
A, And this is his son who --
Q.. The individual to the left of him on the picture?
A. Uh-huh.
Q. Okay.
A. And that's actually a picture of us in China

with the Ambassador's team and our Chinese associates

signing a Memorandum of Understanding to execute a

project.
Q. Which project is that?
A. I don't know what project.
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Q. Do you remember --

A. Well, this company is doing -- where is the list
of projects? The iron ore steel mill is that project.
This economic development retail office building market,
the one that is referenced in the pictures or the

newspaper article, this here.

Q. You're referring to ACC 000575?

A. 575 and 576.

Q. Okay.

A. These are his relationships. The minister of

Economic Planning. So we went to Uganda. We went to
China. We put this $500 million, which I have noted at
$400 million on my estimation, they've identified as a
$500 million project for these markets. But these are
all through the relationships of the Ambassador, the UN
Ambassador to Uganda.

So Rolf, who had some resources, said this 1is
the best thing since sliced bread. He didn't say that.
Those are my words. But he was very enthusiastic about
it. He shared the deal. He's identified projects for
us. He has told other people who have then in turn said
that's interesting, what is it about, I would like to
participate.

So you've got some enthusiastic people. He

talks to Patricia. Patricia and Sylvia both are
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interested. He talks to Mr. Kocks, and now his brother
is interested. So it's a compelling story. It's a
tremendous opportunity. 1It's a feel-good, do-good
reward effort from all components. And so people are
thrilled. And he, along with some of the others, said I
like what this is about. 1I'll tell people I know, and
then they obviously make their own decisions. So
participation has come from that, that short, close
relationship, close family, relative one-off removed
environment.

Q. And just to be clear, the roughly $308,000 that'
listed for Mr. Heartburg through his entity, Cachaca,
C-A-C-H-A-C-A, Holdings, LLC, are those actual dollars

that he paid to you?

A. Correct.

Q That's not credits or --

A. No.

Q Okay. For referring any of these individuals,

69

S

did Mr. Heartburg get paid a commission or fee or any type

of compensation?

A. No.
Q. Now, in regards to the Out of the Blue
Processors, LLC, I know -- I think you stated the money

raised was to cover operating capital; is that fair?

A. Correct.
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Q. So break down for me, just to confirm. Do you
draw a salary or a compensation for your services from Out

of the Blue or Lunsford Consulting?

A. I don't draw a salary. It pays our bills.

Q. And when you say bills, can you clarify for me --
A. Household bills.

Q. Okay.

A. If you're asking about me, it includes all the

flights, the hotels, the entertainment, whatever is
involved with the travel and the association with those
people in other countries that we're hosting or

assisting in hosting.

Q. That are directly related to the --
A. Of course.
Q. Okay. 1Is there anyone else that draws a salary

or compensation?

A, No.

Q. What about Mr. Lunsford, does he draw a salary or
compensation?

A, No.

Q Does he get reimbursed for his expenses or fees?

A. Uh-huh.

Q I'm sorry, that was a yes?

A Correct.

Q. And when reimbursements are paid, does either Out
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of the Blue Processors or Lunsford Consulting maintain
copies of all invoices for reimbursements paid?

A. No, that's not -- accounting to that level of
scrutiny hasn't been maintained.

Q. Now, would there be any payments to Mr. Lunsford
or his entities for anything other than directly
business-related expenses or reimbursements?

A. No. Everything is survival mode.

Q. To cover any expenses you have incurred in trying
to facilitate the transactions, you mean?

A. Of course. Of course. But there's no salaries;
there's not bonuses. You know, these resources are to
facilitate the transaction, and that's what the monies
have been used for.

Q. Sure. Now, in regards to, you know, the payments
of or repayments back, who makes the decision to make any
payments or repayments? Maybe the simpler way to do it
is, who approves any reimbursements, if any?

A. I guess that's me.

Q. Does Mr. Lunsford have any control over any of
the $1.7 million of investor monies initially?

A. No.

Q. Do you -- I think we discussed briefly, you have
an LLC by the name of Second Opinion Solutions, LLC, that

you're a member of, correct?
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A, That's correct.
Q. Does Second Opinion Solutions, LLC, have any role
or relationship in regard to the transactions and

investment transactions we've been discussing today?

A. No.

Q. Okay.

A, It was used as a marker, but it has no activity
or involvement. It was used as a marker in -- let's say

there's a million and a half dollars in the first
operating agreement.

Q. Okay.

A, And if there was no investor, then Second
Opinion would appear to hold the entire amount; and then
when an investor put in a hundred, then the marker would
move from 1.5 to 1.4, 1.3 to 1.2; and when it was

completely filled out, there was no Second Opinion

Solutions.
Q. Okay.
A. There was no design or no agreement or no

participation. It was simply a marker.
Q. Okay. What is the -- if you can just give me a

brief background, what is the business of Second Opinion

Solutions?
A. It was a consulting company.
Q. Okay.
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A. Get a second opinion.

Q. And like a mortgage consulting company?
A. Finance.

Q. Oh, finance? Okay.

A, Mortgage, it was a mortgage-related,

finance-related.

Q. And I know you briefly touched on it, but I just
want to make sure. So there's not like an official
general ledger, audited accounting financials of either

Out of the Blue Processors or Lunsford Consulting that you

have?
A. No.
Q. Or that the entity has in its possession?
A, No.
Q. All right. 8o I guess in wrapping up, if I

understand correctly, I just want to confirm here, in
regards to the individuals that are listed here generally
on Exhibit 8, do they have any day-to-day control or any
direct interactions between, the investment transactions
between Lunsford Consulting and the Chinese in any way?

A, No.

MR. ALLSWORTH: We're getting into areas where

if we were in a courtroom or a deposition scenario, I
would probably interrupt and say asked and answered.

THE WITNESS: Can you hold just one second?
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MR. HUYNH: Sure.

(The witness consulted with his counsel off the
record.)

THE WITNESS: Okay. Go ahead and ask, I guess.
BY MR. HUYNH:

Q. Between -- let me confirm here. If I understood
correctly, prior to your incorporation of Lunsford
Consulting, LLC, you and Mr. Lunsford had a what, general
partnership? Is that a fair statement?

A. We understood to work with each other.
Partnership, by definition, there wasn't anything filed

as a partnership. We came to understand a common goal,

- and we agreed to work together to accomplish that. Call

it a handshake. Call it whatever you want. But he
understood, I understood that we would work together to
move to this point.

MR. ALLSWORTH: 1In the law, it probably would be
viewed as a partnership, general partnership.

THE WITNESS: If I can offer some clarity,
because you've asked two or three times about the
relationship with the Out of the Blue and the Lunsford
and the Chinese.

BY MR. HUYNH:

Q. Yes.

A. And so I want to be clear. I want to be clear
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on two things. It appears that you're wrapping up.

Q. Yeah.

A. And so, in summary, I guess, if that's okay, I
want to be clear as to this environment.

Mr. Lunsford's relationships in China are
relished relationships, and he cherishes them. 1In an
effort to work with them and their position and
importance, 1f you will, he's guarded with that. So it
wasn't prudent nor did it make sense to have the member
investors, if I can call them that, to be part of
Lunsford Consulting because Lunsford Consulting is a
very narrow, trusted relationship between Lunsford and
his Chinese -- it's not a contract relationship. It's a
person-to-person relationship. He says I'm doing these
projects and I'm here, but our entity is us. So there's
me, and there's Mr. Lunsford. And I've met his Chinese
friends. They've approved of me. They're willing to do
business. So that entity, Lunsford Consulting, is very
small and finite, and it's the two of us.

Q. Okay.

A. Because we wouldn't, nor should we, introduée
myriads of people to that relationship and then China.
What we did is we established what we used as Out of the
Blue Processors to say you are an entity that has a sole

purpose. The money that you participate with in this
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becomes a hundred percent of the Out of the Blue
Processors. That money is used to facilitate the
operating expenses for Lunsford.

What you get for that is 10 percent of
Lunsford's revenue off the top. We don't want there to
be anymore disputes as to what your expenses might be,
how you travel, where you go, what you do of any sort in
a profit sensitive environment. I think you understand
what I mean by that. We made a million dollars, but
gee, the lease on the airplane was a million dollars, so
you make no money. We don't want to be in that type of
environment. It's all of -- everybody involved here,
the Chinese to Lunsford, Lunsford to me, me to the
investors are all friends or family or associates.
There's an integrity level and a trust factor that
exists in these relationships that probably doesn't
exist in traditional business; and if they didn't exist,
we wouldn't do business. If China didn't love Lunsford,
that wouldn't be there. If Lunsford didn't appreciate
me, that wouldn't be there. If I didn't have these
relationships with these people on a trust, integrity,
we know you, we've seen you, that is a connecting
environment, if that makes sense.

So Out of the Blue has its money. It funds the

expenses associated to do a deal. 1In exchange for it,
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it receives 10 percent, 5 percent of the gross monies
that come to Lunsford. It's documented. 1It's spelled
out, and it's understood. And that's how we operate.

So there is no communication between Out of the
Blue and China because the communication is Lunsford
Consulting, and the integrity of that relationship is
maintained for a lot of reasons.

Q. Sure.

A. The agreements are there. The trust is there,
and the trust is Lunsford and Out of the Blue. And the
agreements dictate that.

But the opportunity is close people who trust
and appreciate each other and the integrity of the
effort that they're doing. So these people have full
expectation to receive returns that are appropriate as
discussed that are reflected on the projects. We didn't
talk about that so much. But there was some discussion
early on. It's how this whole case, I think, came to
be, is that there was some concern that there was some
sensational claims being made. And it's represented in
the paperwork that yoﬁ sent initially.

But, these projects, because of the scope,
because of their infrastructural environment, the size
of them are extraordinary in size, commissions, if you

want to call it that, are completely in line with what
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anybody would charge, actually probably lower than what
anybody would charge in putting facilities together.

The brilliance of this opportunity is two
things. It is the trusted relationships that exist in
the parties we've all mentioned, and the leverage
capacity of all of the feasibility, all of the studies,
all of the land deal, the geotechnicals, the financial
calculations, the architectural designs of whatever is
going on, which would normally be the cost of the party
bringing to bear. That would normally be our cost.

It's not our cost. It's leveraged to the Chinese. It's
leveraged to the parties bringing them to bear.

So unlike most entities, our operating costs are
purely our operating costs. There are no feasibilities.
There are no verifications, validations, reports that
bring these projects to bear.

Because that expense is not Lunsford's, it
allows us to have a top line and a bottom line, if that
makes sense, to be very similar, so that investors have
extraordinary terms. Not based on extraordinary
sensational statements, but based on extraordinary size
projects, below average returns, no expenses. And I say
no expenses; I mean the most minimal. No operating --
no project-related costs as it is to bring a project to

bear. Does that make sense?
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Q. Sure. Just to be clear here, the 1 percent
payment, that is the discussed payment that the Chinese
would pay Lunsford Consulting, correct?

A. Correct.

Q. But the other side of it, say, the South African

country, they're not paying any fees?

A. No.
Q. And why is that?
A. Because our relationship -- we are the party

that's bringing the technology and the financing

solution. That's who we represent.

The people whose project it is, whether it's the

power plant, whether it's the whatever it may be, that

party represents itself in this deal, if that makes

sense.
Q. Okay.
A. For us to receive resources from that has a

conflict of interest with our Chinese associates.

MR. HUYNH: Annalisa, did you have any final
questions?

MS. WEISS: I do. I just have a couple
follow-up ones.

(NEXT PAGE, PLEASE.)
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EXAMINATION
BY MS. WEISS:
Q. I don't mean to be disrespectful because this
question is going to sound disrespectful.

If Lunsford has all these relationships with
China for the last 20 years, why does he need you?

A. If you were the first person that asked me that,
I would think you were being disrespectful; but that
question has been asked every single time in this
process.

Mr. Lunsford is not a Wall Street savvy
individual. 1It's probably why the Chinese like him or
love him, because he's a down-to-earth, honest-as-the-
day-is-long, help-who-he-can-help, do-what-he-can-do
individual. He had a ten-year business, joint venture
with the Chinese. That's how the whole relationship
started in 1990. He went to China and had a joint
venture relationship with one of the parties that we
continue to do business with. So they were partners in
this business for ten years. They made a chemical fire
retardant product that basically, the application is you
sit down, you put it on something, you light a match, it
doesn't burn, the other one does, that kind of thing.

The Chinese were impressed with that in the

1990s. If you go back and look at where Chinese
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evolution is in terms of a developing nation, in the 80s
they were a much more communistic environment, a lot
less capitalistic environment. This was something

that -- this product had a lot of appeal to them for
their historical, Forbidden City, Mao's Tomb. You can
go through 5,000 years of history, structures that exist
in China that had some potential exposure.

So his product was unique in that it had broad
application to the interests of the Chinese government
over there. So he and his business partner went all
over China, and had this fire application put on things
that the Chinese wanted preserved. That meant going
from one state to the next, province to the next to the
next to the next. He met governor after governor after
governor, mayor after mayor after mayor, just because
those are the people that make the decisions as to which
structures get fire retardant application. He did that
for ten odd years. He made a living. He didn't make
zillions of dollars. He made a living.

At that point in time, the joint venture
dissolved. Frankly, China had something else they
wanted to do with that factory of 18,000 people, which
he lived in the corner with 40 people to make his little
deal. His friend had been promoted beyond the ranks in

their military protocol, and so they parted ways as
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business partners in that regard, but not as friends.
And Lunsford would continue to go to China with people
who wanted to make fan blades and gumball machines and
bicycles and import motorcycles and hula hoops and
whatever. Hey, China is making them cheap, let's go
there. So he would have business people that wanted to
have Chinese partners, Chinese factories manufacture
products, and he would charge a fee for that, and he
would make a living.

But when it came time, when this opportunity was
offered him to say you can participate with us in
infrastructure development internationally, those
projects take a long time to develop. You can't take
five miles of road and design that overnight. You can't
put a power plant in play in less than a couple of
years. You can't deal with sovereign guarantees and
tariffing issues and all the kind of things that are
part of the main operations of the day without some
baseline seed capital.

And so because he made a living but wasn't a
wealthy individual, he needed somebody to partner with
that could facilitate that for him. He wasn't one that
was familiar with raising money. He wasn't one that was
familiar with putting business plans together. He

wasn't one of any of those sorts. He was a friend to
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the Chinese and they shared in a business opportunity.
He took other people over for a fee, and, you know, made
his way. But when they offered this to him, it took him
out of his realm of expertise, if that makes sense.

And so because I embraced the idea and I told
him I thought I would be able to pull some capital
together that would facilitate the opportunity, I
believed in him. I met his friends over there. I took
a trip over and met his friends over there. I believed
it to be a genuine relationship.

This is something you probably won't appreciate,
but I'm relatively new to the venture back at this 2008
time frame. I hear the stories Mr. Lunsford tells me
and all the things that go on, and so I'm a tag-along on
this trip, if that makes sense, because he would go
periodically. He lived there for a period of time.

At the time we started, he was living over
there. And so he invites me over there. He had been
back maybe six or eight months, something like that. He
doesn't speak Chinese fluently. You know, he knows
words. He understands phrases and things like that.

And they don't speak English fluently. He has a
partner -- I call it a partner. 1It's a friend.

I have to backtrack a little bit. When he

started his joint venture in 1990 with them, the person
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that was assigned to him as his translator was out of
college and graduated with a degree, very intelligent
individual, but he spoke English, and he spoke English
well. So he became the translator for Mr. Lunsford and
his business partner over there. And so they became
friends.

That individual, that translator and the joint
venture partner have through that ten years and
subsequent ten years have become extraordinarily
influential in that arena. But they love Lunsford like
a brother. So I go over there. This is business to me.
Makes sense. I like it. We stand in the hotel lobby,
and I'm standing there next to Mr. Lunsford, and his two
friends that are senior officials with Chinese influence
and persuasion walk into the lobby. They're dressed in
normal clothing. They're not stand-outs. You know the
Asian culture is not flamboyant, particularly from a
government side. But they embraced each other. It was
an interesting moment, because I thought this was a
business deal. But this was probably like you seeing
your son coming home from the military or if you have
children that have been gone for a period of time.

Their embrace was -- this is crazy that I'm even getting
this way. It was so meaningful to me that I said these

guys are in control of Chinese entities that can make
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infrastructural projects happen around the world. They
dictate this money goes here, this project goes here, I
do this, I do that. And their embrace of Lunsford who
is a Joe Schmo by anybody's definition -- you won't see
him on Wall Street. You won't see him ringing the bell.
You'll see him doing an 8-mile walk in the morning.
That's him. They love that about him. He's an open
book. He's honest as the day is long. He's helped
their kids get into universities over here. They've
helped him over there. He has been over there in China
while five of his family members have passed, and he's

had to leave and come back. So they share a unique

relationship.

Q. I think we're kind of getting off track a little
bit here.

A. I understand.

Q. So to summarize --

A. I understand, but you need to understand where
he is.

Q. I'm asking you, why you? Sounds like he needed

your financial savvy background kind of thing?
A, Yes, yes. Because he has a relationship that is

very powerful, but he is good for that side of it.

Q. And he needed more --

A. And he needed somebody that could, and you see
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BY MS. WEISS:

Q. You said Heartburg was part of the original but
not the second one; is that what I understood?

A. I believe he has money in both of them.

Q. Okay. And then Mr. Lunsford and you, SO you guys
travel together when you go to China?

A. Uh-huh, that's correct.

Q. So if there's no accounting done, how do you know
how much to reimburse him or how much to reimburse you?

A. Well, we buy a plane ticket. What's the cost?
X. Pay on a credit card. We got to eat, credit card.
What's the deal? Credit card. So --

Q. So you pay off your credit card and pay off his
credit card, or is it a company credit card?

A. It's my credit card, and we pay it off when we
go, and we pay it and we go. Hotels, it's either a cash
environment or a credit card environment.

Q. Okay. So you basically take the brunt of paying
for all his meals and travel and then that gets paid off?

A. That's correct.

Q. So what about your day-to-day bills at home? I

assume your wife is here while you're in China?

A, Correct.

Q. So who pays for rent, cars, gas, all that?

A. The monies come out of here. This is operating
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expense, part of the operating, the expense of operation
is to maintain our bills and our expenses so we can

function in that capacity.

Q. So it includes personal expenses?
A, Correct.
Q. That's all that I have,

MR. HUYNH: Did you have anything, Ricardo?

EXAMINATION
BY MR. GONZALES:

Q. Do you know, ballpark, how much the division
would be between how much expenses have been accumulated
for the project as it i1s and how much has been put into
sustaining yourself and your family?

A. I don't know that I could give you a real close

number on that.

FURTHER EXAMINATION
BY MR. HUYNH:

Q. I'm sorry, I just had a quick follow-up. The
$1.5 million that was agreed to at the original Out of the
Blue Processors, LLC, who came up with that figure? Was
it you or Mr. Lunsford who requested that amount?

A. We discussed what we thought it would take to do

that and felt like that was a reasonable number.
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Q. And what --

A, It was probably less him just because that's not
his, you know, his primary focus or where he spend his
time. So I guess that was more on my side than his
side.

Q. And do you recall, what were the factors or what
did you account for to kind of come up with the estimate
of $1.5 million as the general number needed or
anticipated?

A. You're asking me just to guess. You're asking
me to guess, and I don't think a guess is fair to you
and I don't think it's fair to me.

MR. ALLSWORTH: That's five years ago.

THE WITNESS: We thought we would do it in less
time, frankly, but you figure several trips and the cost
of a trip is a ball park of a number, and what does it
take? My bills are X, and your bills are X. Okay.

Here is a number. If we can get this done in six
months, then we didn't need to take in a million and a
half, and this was not a quest to go find a million and
a half dollars. This was we think we can do it in a
reasonable period of time. You know, let's get a couple
hundred thousand dollars, let's go. Things look like
they're -- let's go. So this wasn't bam, a million and

a half dollars, and now let's, you made ten grand, you
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made ten grand, you make five grand, you make five
grand, whatever. It was let's get the project done.

So there were projects that were in discussion
at the very onset that was our initial interest that
didn't materialize. They're still in the works, but
there were some political reasons between the parties as
to why they're still in the works, and so we moved
through projects. So it's not a let's go build this
building on the corner, what does it cost, $300,000.
Okay, it's going to take -- it wasn't that
sophisticated.

It was an endeavor of learning the process and
knowing, as I shared with you in my lengthy answer, this
relationship of trust that absolutely guaranteed in our
minds there would be a project that would come to
fruition and we would be done, and we are there now.

MR. ALLSWORTH: With one project.

THE WITNESS: With one project, and fourteen
under Memorandum of Understanding agreements,
exclusively defined to the tune of four and a half

billion dollars, give or take.

FURTHER EXAMINATION
BY MR. GONZALES:

Q. Of the approximately 1.7, $1.8 million that has
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collected, how much of that is still remaining?
Probably in the neighborhood of 40ish.
$40,0007?
Uh-huh.

I don't have anything else. Oh, sorry about

out of the Blue Processors, LLC, does that have a
account?

It does.

What bank is it?

Wells Fargo.

Who are the signers, owners of --

Me.

You? By yourself?

I would have to check. No one accesses it

besides me.

Q.

Does the business itself, the Lunsford

Consulting, LLC, or any other Lunsford entities, do they

have bank accounts?
A. Lunsford has a bank account.
Where is that bank account?
A At Wells.
Q. Who are the signers, owners?
A. Me.
0 By yourself or with anybody else?
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A. I would have to check, but I believe it's just
me.

Q. Are there any other business accounts that would
be in relation to Out of the Blue or Lunsford Consulting?

A. No.

FURTHER EXAMINATION
BY MR. HUYNH:

Q. I think where you're going, just to confirm. So
the 1.7 million roughly dollars raised here would have
gone through one of those two Wells Fargo Bank accounts,
either under Out of the Blue or Lunsford Consulting; is
that fair to say?

A. No, because when we started there was a Bank of
America, we were with Bank of America for a period of
time, and so there would have been some Bank of America.
There would have been some Wells Fargo. Initially, as
I've expressed, this started out in a friendly,
nondescript, nonorganized environment. You know,
personal account for some expenses and things like that.
That's why when you're saying are there audited numbers
or this or that or whatever, I can't be as defined as
probably in hindsight it would make sense to, but the
reality of it is the investors are preserved and

emphatically understand what the money was for, and they
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emphatically understand what their return is.

And between Lunsford and I, we have maintained
our living existence to this end. But with respect to
the organization as let's sit down and draw it all up
and put it in a pretty package and then let's operate
that way, not quite as defined as maybe some.

MR. HUYNH: Do you have any follow-up questions,
either of you?

I think that's all I have. We appreciate you
answering our questions, Mr. Lunsford -- I mean
Mr. Steiner. I don't have anything else. It sounds
like -- Art, you're chomping at the bit. Did you want
to briefly state something?

MR. ALLSWORTH: I just want to identify what we
supplied today.

MR. HUYNH: Sure.

MR. ALLSWORTH: And I believe it starts with
your numbering system 568 and goes through probably 575,
576. Yeah, there's two pages to the -- the first is a
project description; and as I said earlier, the project
descriptions are identified by a number on the heading
of each which corresponds with a number on the
spreadsheets that were delivered and are 573 and 574.

And then the pictures, that is, the photocopies

of the newspaper pages identify one of the projects that
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is identified. Actually it's a three office building
markets, I believe, in Uganda. And it is U2-1. So
pages 575 and 576 relate to that project. And that
project is similarly on the spreadsheet. 1It's the
bottom project U2-1, and Mark, as he identified it
before, he has it as a $400 million project, and they
internally are considering it to be $500 million. And
the newspaper article is self-explanatory. It starts on
the first page and continues on the second page
alongside articles that deal with somebody raping people
and another person paying off former city workers.

MR. HUYNH: I don't mean to cut you off, Art.
Just real quick, what does EPC stand for?

THE WITNESS: EPC is an equipment procurement
contract.

MR. ALLSWORTH: Much of the -- as with the Kogi
project which is a power generating facility, a very
large part of that cost is for equipment like turbines,
boilers, that sort of thing, and that's probably why it
develops that name.

The important thing about the spreadsheets,
because ultimately everything comes down to numbers,
often expressed as dollars, Page 574 is in dollars how
these projects are estimated or forecast or whatever you

want to use. These are the reasonable beliefs of
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Mr. Steiner and Mr. Lunsford at this time, and with
regard to the number 1 project, N1-1, a billion-five, if
in the next month or so that equipment purchase contract
is in fact signed, as it is -- the next meeting is the
time when everyone believes it will be signed, then
shortly after that signing, it is anticipated that the

1 percent fee will be paid to Lunsford Consulting; and
at that time, Lunsford Consulting will be able to pay
something in the vicinity of a $1,773,000 to the Out of
the Blue Processors investors.

Now, then, the final price of the project has
not been ascertained yet. It could be anything from a
billion-four, billion-three to a billion-eight. We just
don't know. Based on what we do know, the billion-five
is likely to be real close to the final number, and as a
result --

THE WITNESS: If I can interject for a moment.

MR. ALLSWORTH: Sure.

THE WITNESS: There was an agreed-upon price of
$1.5 billion for the structure as it was presented in
its technical form and design. When I was there at the
end of September, the intention for being there, primary

reason for being there was to have that EPC agreement

signed.
As you can appreciate, a 1200-megawatt power
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plant with all the jetties and the conveyor belts and
the roads and what, there's a lot of detail they went
through. How many spare parts do we keep? What's the
warranty? Those types of discussions. And during that
discussion, there was some customization requests made
by the Nigerian party for certain redundancies. In the
power generation operation itself, it's a 24-hour,
7-day-a-week process of generating power, and that's
where they earn their money.

There are some components that have a propensity
to wear out or break, and so that would interfere with
the 24/7 operation.

While it's expected and standard and all of
that, the Nigerian people requested that there would be
some redundant components put in place for the parts
that have a tolerance, a low tolerance or could
potentially break. So those components needed to be
priced and incorporated in that final plan. So those
are customizations.

It stands to reason that because of those, the
price might go up a little bit; but it's also the reason
the EPC agreement isn't signed right now.

BY MR. HUYNH:
Q. Confirm for me real briefly, Mr. Steiner. Did

you put together these two pages of ACC 573 and 5747
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A. Yes, I did.

Q. And maybe I'm not understanding the math here.
Under ACC 574, we're taking an estimated project cost of
$1.5 billion. But how is a 1 percent payout off of 1.5
billion, 1.773 million?

A. It's not. This is the project payout to
Lunsford. So Lunsford is going to receive $15 million.

Q. Okay.

A, The 10 percent investor will receive one and a
half million dollars, and the remaining $223,000
investors in the second component part of Out of the

Blue as they're prorated would be that.

Q. Okay.
A. Does that make sense?
Q. And then you just carried that calculation.

Doubled it here, it goes 2 percent?

A. Well, right. But if this became, as an example,
1.6, then this is going to go up. And then because
2 percent is double 1 percent, then, of course, the
investors are going to receive twice the return.

Q. Okay.

A. These numbers will go up or down based on the
project cost. The 1 percent fee or 2 percent or

3 percent fee is what Lunsford receives.

Q. And these figures here aren't reflecting what

ARTZONA REPORTING SERVICE, INC. (602) 274-9944

WwWw.az-reporting.com Phoenix, AZ
ACC001077

FILE #8302

97


http://www.az-reporting.com

L 2

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

MARK GLENDON STEINER  10/17/2012

Lunsford received. This is reflecting what the Out of the

Blue --
A, Either the 10 or the 5.
Q -~ investors will receive?
A, Correct.
Q Got you. I don't have any further questions.

MR. GONZALES: Can I get a couple in?

MR. HUYNH: Just real quickly, let's mark this,
we'll just mark this as an exhibit. We'll include it in
here, and let Ricardo ask his final questions. What
we'll do, just briefly flip through these, and these
will by the exhibits for today that we referenced.

MR. ALLSWORTH: That's fine.

MR. HUYNH: Ricardo.

FURTHER EXAMINATION
BY MR. GONZALES:
Q. Have any of the entities, Out of the Blue
Processors or Lunsford Consulting, done any tax returns?
A. No.
Q. Okay.
MR. HUYNH: 1Is that it?
MR. GONZALES: Yes.
MR. HUYNH: All right. I'm just adjourning

today's deposition. I appreciate your coming in and
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1 answering our questions, Mr. Steiner. Like I said,

2 we'll take a second. We'll get this document marked as
3 an exhibit, ACC 568 through --

4 MR. ALLSWORTH: 576.

5 MR. HUYNH: -- 576, and that will conclude

6 today's meeting. Thank you.

7 (Exhibit 7 was marked for identification.)

8 (TIME NOTED: 12:00 p.m.)
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STATE OF ARIZONA )
88s.
COUNTY OF MARICOPA )

BE IT REMEMBERED that the foregoing
examination under oath was taken by me, GARY W. HILL,
Certified Reporter No. 50812 for the State of Arizona;
that the witness before testifying was duly sworn by me
to testify to the whole truth and nothing but the truth;

that the questions propounded by counsel and the answers

~of the witness thereto were taken down by me in

shorthand and thereafter transcribed into typewriting
under my direction, and that the foregoing pages of
typewritten matter contain a full, true, and accurate
transcript of all proceedings and testimony had and
adduced upon the taking of said examination under oath,
all to the best of my skill and ability.

I FURTHER CERTIFY that I am not related to nor
employed by any of the parties hereto, and have no
interest in the outcome.

DATED at Phoenix, Arizona, this 5th day of

GARY W. HILL, RPR, CRR
Certificate No. 50812

November, 2012.

ARIZONA REPORTING SERVICE, INC. (602) 274-9944
WWW.az-reporting.com Phoenix, AZ
ACC001080

FILE #8302

100


http://www.az-reporting.com

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MARK GLENDON STEINER VOLUMEII  03/11/2014 101

BEFORE THE ARIZONA CORPORATION COMMISSION

SECURITIES DIVISION

In the Matter of
DOCKET NO.
OUT OF THE BLUE PROCESSORS, S-20837A-12-0061
LLC, an Arizona limited
liability company, d/b/a

OUT OF THE BLUE PROCESSORS 1T,
LLC; and

MARK STEINER (CRD #1834102) and
SHELLY STEINER, husband and
wife,

Respondents.
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EXAMINATION UNDER OATH OF MARK GLENDON STEINER

VOLUME II
(Pages 101 - 216, inclusive)

Phoenix, Arizona
March 11, 2014

COASH & COASH, INC.
Court Reporting, Video & Videoconferencing
1802 N. 7th Street, Phoenix, AZ 85006
602-258-1440 mh@coashandcoash.com

By: GARY W. HILL, RMR, CRR
Certified Reporter
Certificate No. 50812

Prepared for:

SECURITIES DIVISION ~ADMITIED
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EXAMINATION UNDER OATH OF MARK GLENDON STEINER

was taken on the 11th day of March, 2014, commencing at

10:06 a.m., at the Arizona

Corporation Commission,

Securities Division, 1300 West Washington Street,

Phoenix, Arizona, before Gary W. Hill, Certified

Reporter No. 50812 for the

APPEARANCES

State of Arizona.

For the Securities Division:

Mr. Stephen Womack, Enforcement Attorney

1300 West Washington S
Phoenix, Arizona 85007
(602) 542-0722

For the Respondents:

treet, Third Floor

Mr. Arthur P. Allsworth

7501 North 1lé6th Street
Phoenix, Arizona 8502
(602) 870-3068

Also Present:

, Suite 200
0

Ms. Annalisa Weiss, Special Investigator

Mr. Ricardo Gonzales,

COASH & COASH, INC.
www . coashandcoash.com

Forensic Accountant

(602) 258-1440
Phoenix, AZ


http://www.coashandcoash.com

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MARK GLENDON STEINER VOLUMEII  03/11/2014 105

(Mark Glendon Steiner was duly sworn by the
Certified Reporter.)

MR. WOMACK: This is part of an inquiry by the
Securities Division of the Arizona Corporation
Commission in the matter of Out of the Blue Processors,
LLC, Docket No. S-20837A-12-0061, to determine if there
has been full compliance with the Securities Act of
Arizona and/or the Arizona Investment Management Act.
The information obtained today may reveal violations of
statutes outside those two Acts.

Persons present are myself, Steve Womack,
counsel for the Securities Division; Ricardo Gonzales,
senior forensic accountant for the Division; and
Annalisa Weiss, the Division's special investigator.

Would the others present in the room identify
themselves?

MR. STEINER: Mark Steiner.

MR. ALLSWORTH: Art Allsworth.

MR. WOMACK: And Art, you're the counsel for
Mr. Steiner?

MR. ALLSWORTH: I'm counsel for Steiner and
Out of the Blue.

MR. WOMACK: Are you counsel for Second
Opinions?

MR. ALLSWORTH: I am not aware that Second
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Opinions is here in any way other than the subpoena of
records.

MR. WOMACK: All right. Are you counsel for
Lunsford Consulting?

MR. ALLSWORTH: I am.

MR. WOMACK: Okay.

MARK GLENDON STEINER,
a witness herein, having been previously duly sworn by
the Certified Reporter to speak the truth and nothing

but the truth, was examined and testified as follows:

EXAMINATION
BY MR. WOMACK:

Q. Mr. Steiner, you have the right to refuse to
answer any questions if you think the answer might tend
to incriminate you. You have the right to refuse to
produce any private papers that you feel may tend to
incriminate you. You do not have the right to refuse to
produce corporate papers based on any claim of
self-incrimination.

The reporter will go off the record at my
direction, and if you or your attorney would like to go
off the record, let me know, and we'll try to
accommodate you.
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If I've asked a qgquestion and it's hanging, you
haven't answered it yet, we'll want to get that answer
before we go off the record. But don't let yourself
become uncomfortable. We can take breaks.

The reporter will note for the record each
time you consult with your attorney before answering,
and this is done to ensure an accurate record.

Since your testimony is being recorded by a
reporter, please respond verbally. I did notice in the
previous examination that there was some head nodding.
So instead of head nodding, answer yes or no, whatever
the answer may be.

Also, let me finish asking my question before
you begin to answer, and I'll try to do the same.
Again, that's so we're not talking over each other,
which is both difficult to record and difficult to
follow the transcript after it's recorded.

If you don't hear a question or don't
understand a question, let me know, and I'll rephrase it
or have the court reporter read it back to you.

You are under oath, so any false statements
you make may be criminally prosecuted as perjury.

Do you understand what I've explained to you
thus far?

A. I do.
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Q. Are you on any medication today or any
other -- under any other medical maladies that would
prevent your testimony?

A. No. I have an allergy pill.

Q. Okay. Are there any other reasons that might
prevent your ability to understand the questions or

answer fully and truthfully today?

A. I don't believe so.

Q Could you state your full name?

A Mark Glendon Steiner.

Q. Have you ever used any other name?
A Mark Steiner.

(Exhibits 9, 10, 11, and 12 were marked for
identification.)
BY MR. WOMACK:

Q. I'm going to turn to these documents in front
of you. You'll see the document marked Exhibit 9. That
is correspondence and the subpoena for your personal
testimony. Are you appearing here according to that
subpoena today?

A. Yes.

Q. If you'll turn to the next -- and have you
seen documents 9, 10, 11, and 127 I'll give you a
minute to look through them.

A. I've seen them, vyes.
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Q. Turning to Exhibit 10, now that's a document
for the testimony of the custodian of records for Out of
the Blue Processors, LLC. Are you also appearing on
behalf of that subpoena or pursuant to that subpoena?

A. Yes.

Q. 11 is a subpoena for the custodian of records
for Lunsford Consulting. Are you appearing on behalf of

that subpoena today?

A. Yes.
Q. And 12 is a subpoena for the custodian of
records for Second Opinion Solutions. Are you appearing

on behalf of that subpoena here today?

A. I'm here for that. We don't have necessarily
an agreed-upon counsel for that one.

Q. As we go through and get to that one, we do
have some questions. We'll break before we hit that
section of questions.

MR. ALLSWORTH: Fine. Let me make a point.
We on January some day, maybe a month ago, two months
ago now, provided documents in response to these
subpoenas to the custodian of records, and that,
according to the subpoena, satisfied the subpoena
requirement.

I am not aware that we are -- it is perfectly
fair for you to ask questions related to what was
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produced, but we've already produced the custodian --
the custodian of records has already complied with the
subpoena.

MR. WOMACK: Art, I think you're confused as
to which subpoenas we're talking about. Those are
subpoenas for production of records, and we'll go
through those a little later. These are subpoenas for
testimony, which were a separate set of subpoenas. But
before we get into the Second Opinion Solutions, we'll
break and talk about how we'll address that.

MR. ALLSWORTH: Okay.

BY MR. WOMACK:

Q. But you are appearing on behalf of the
subpoena that is Exhibit 12°?

A. Yes.

MR. WOMACK: Mr. Gonzales, the ball is in your
court.

MR. GONZALES: Could you mark this as an
exhibit.

(Exhibit 13 was marked for identification.)

EXAMINATION
BY MR. GONZALES:
Q. Could you take a look at that document which
is marked as Exhibit 13, ACC 002125. Did Out of the
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Blue Processors have an account at Bank of America?

A. It did.

Q. Is this the signature card for Out of the Blue
Processors, LLC for the Bank of America account?

A. It appears to be a record or a copy of it.

Q. Is the account number at the top of Exhibit 13
Out of the Blue Processors' account number?

A. I don't -- I don't have that number memorized,
and that account has been closed long ago, so --

Q. Okay. Does the signature on the signature
card appear to be your signature?

A. It does.

Q. Is this the only signature card that you know
of or you can recall for this account?

A. I don't have any idea. I mean we set up an
account and we go through the process the bank -- I'm
assuming that's it.

Q. There was no time after filling that paper or

that document out that you added another person or

persons?
A. I don't believe so.
Q. Okay. Were there any debit cards with this

Bank of America account?
A. If they're automatically issued, then there
probably would have been. I don't know that I requested
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one necessarily.

Q. Do you know if there would have been one or
more than one?

A. I don't know what their procedures are.

Q. If there were debit cards sent out with regard
to this account, who would be the authorized users of

those debit cards?

A. That would be me.

Q. And you alone?

A, Yes. I mean there could be somebody that I
said -- you're asking for me to recall something back

from '01, 13 years ago, SO --
Q. And we may encounter that throughout these
documents, but just to the best of your recollection.
A. There's no other signer on the account, so I
don't know who else would have authorization.
Q. Okay.
(Exhibit 14 was marked for identification.)
MR. ALLSWORTH: Are we off the record?
MR. WOMACK: No, we're not.
MR. ALLSWORTH: Then let's -- please record
that there's a private conversation going on.
MR. WOMACK: We can have private
conversations.
MR. ALLSWORTH: Well, then I can have a
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private conversation with my client.

MR. WOMACK: He's testifying, and there's no
standing question. We're regarding how to manage the
paperwork. It's all right.

MR. ALLSWORTH: Okay. And secondly, I'm going
to ask to the extent you offer an exhibit, you offer it
to me first. I get to look at it and give it to my
client.

MR. WOMACK: That's fine.

MR. ALLSWORTH: You'll have to forgive me, my
eyesight is such that --

Go ahead, look that over.

BY MR. GONZALES:

Q. Do you recognize -- as you're looking over
that document, do you recognize this document?

A. What are you asking? I can read a business
account application, Wells Fargo.

Q. This is Exhibit 14, which is ACC 00373 to 376.
Did Out of the Blue Processors have accounts at Wells
Fargo Bank?

A. Yes.

Q. Is this the signature card or bank account
opening document for the Out of the Blue Processors
Wells Fargo bank accounts?

A. It appears to be.
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Q. Are the account numbers in the middle of

Exhibit 14 Out of the Blue Processors' bank account

numbers?

A. I don't have them memorized, but they look
familiar.

Q. If you take a look at the signature page which

is on ACC 000376, is that your signature on Exhibit 147?

A. Are these the numbers you're referring to?

Q. Yes. Yes. On 375 and 376, are those your
signatures?

A. They appear to be an electronic version.

Q. To your knowledge, is this the only signature

card for these accounts?

A. Yes.

Q. At any time was anyone else a signatory on
these accounts?

A. I don't believe so.

Q. Were there any debit cards with regard to

these Out of the Blue Processors Wells Fargo bank

accounts?
A. There are.
Q. How many debit cards?
A. I don't know how many they issued. One.
Q. At least one?
A. Yeah.
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Q. Who are the authorized users of the debit
cards?

A. That would be me.

Q. And you and nobody else?

A. As far as I know.

(Exhibit 15 was marked for identification.)
BY MR. GONZALES:

Q. Do you recall this document which is marked as
Exhibit 15, ACC 000369 to 372? Do you recall this
document?

A, I recognize it as an account application.

Q. Are these -- is this document an account
application for Second Opinion Solutions, LLC?

A. It is.

Q. Does this include your signature with regard
to these bank accounts for Second Opinion Solutions,
LLC?

A. Yes.

Q. Are the account numbers which are listed in
the middle of the page on Exhibit 15 ACC 000369 the
account numbers for Second Opinion Solutions, LLC?

A. I'm assuming so.

Q. If you look at the last two pages, which are
ACC 000371 and 372, does that look like your signature?

A. It's ~-- vyes.
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1 Q. To your knowledge, is this the only signature
2 card?

3 A. As far as I know.

4 Q. At any other time was there another signatory

5 on this account?

6 A. Not that I recall.

7 Q. Were there any debit cards with regard to

8 these Second Opinion Solutions Wells Fargo accounts?
9 A. They would do just the same as they did the

10 others.

11 Q. So there's at least --

12 A. I would think so.

13 Q. At least one?

14 A. Uh-huh, vyes.

15 Q. And who were the authorized users of those

16 debit cards?
17 A. That would be me.
18 MR. WOMACK: We can go off the record for a

19 minute.

20 (Off the record from 10:24 a.m. to 10:33 a.m.)
21 MR. WOMACK: We're back on the record.
22 Mr. Steiner, you understand you're still under

23 oath?

24 THE WITNESS: Sure.
25 MR. WOMACK: Art, you have a statement to
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make?

MR. ALLSWORTH: Yes. First of all, I want to
start my statement by saying that this started -- I want
to renew the fact that we have moved long ago to dismiss
this proceeding on the basis that it started improperly
and that there was no reasonable basis for pursuing it.

It started as a sting operation improperly,

and we will continue to take that position. The hearing
officer has heard it. I have filed a memorandum on that
point. The hearing officer specifically postponed

further discussion of that; and in the interests of
cooperation, we are cooperating by attending this
examination and proceeding in a way that may, I hope, be
helpful to the Commission in reaching conclusions about
what really was going on.

That said, I think you need to understand that
Second Opinion was a matter of convenience for
Mr. Steiner, and Second Opinion is not a separate
business in any manner as the answers supplied to your
gquestions by the, to the custodian of record in writing
demonstrated. Second Opinion is simply another bank
account, if you will, from which Out of the Blue can
attend to its business, and for the most part, Mark
Steiner is, too. So that being said, and yes, I am now
representing Second Opinion at this examination.
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MR. WOMACK: And Mark, Mr. Steiner, you're in
agreement with that?

THE WITNESS: I am.

MR. WOMACK: Let me rephrase my question to be
proper. You're in agreement that Art Allsworth is
representing Second Opinion Solutions at this EUO?

THE WITNESS: Yes.

MR. WOMACK: And you all understand that, Art,
while I appreciate your comments, your testimony has no
factual weight, so questions will still be asked of
Mr. Steiner regarding Second Opinion Solutions?

MR. ALLSWORTH: Absolutely. That's why we're
here.

MR. WOMACK: All right. Ricardo, are you
ready to dig back in?

MR. GONZALES: I'm ready to go. Mark this
one, please.

THE WITNESS: I guess for the sake of clarity,
if you're disregarding Art's comments because he's not
being examined, then perhaps I need to reiterate for the
record that we're proceeding forward in good faith that
the truth of the matters identified so that you can be
satisfied with the proper nature of this business.
You're going to ask questions about Second Opinion
Solutions; you're going to ask questions about Mark
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Steiner personally, and those entities have been treated
as a single entity.

MR. WOMACK: We'll have to get into that on a
question-by-question basis so it will be clear. But
thank you for the clarification.

(Exhibit 16 was marked for identification.)

(The witness consulted with his counsel.)

MR. ALLSWORTH: Just let Ricardo ask his
questions.

Where in the hell -- oh, here it is. Okay.
BY MR. GONZALES:

Q. Can you take a look at this document which is

marked as Exhibit 16.

A. Sure.

Q. Do you recognize this document?

A. I do.

Q. What would this document be?

A. It's an account application for my personal
account.

Q. Is there anybody else as a user of this

account besides yourself?

A. My wife.

Q. Does this contain the signatures for the
account?

A. It does.
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Q. Are the signatures on Exhibit 16 your
signature and that of your wife?

A. They are.

Q. To your knowledge, is this the only signature
card for these accounts?

A. I would assume so.

Q. Besides the two people that are on this
exhibit, were there any other individuals or entities
that were a signatory on this account?

A. I don't believe so.

Q. Were there any debit cards with regard to

these Wells Fargo bank accounts?

A. There are.

Q. Would you know how many?

A, No.

Q. At least one?

A. Sure.

Q. More than one?

A. I would assume soO, yes.

Q. And who are the authorized users of the debit

cards for these --
A. My wife and I.
(Exhibit 17 was marked for identification.)
MR. ALLSWORTH: Go ahead. And Mr. Gonzales,
would you please speak up. I'm kind of hard of hearing.
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At age 75, I've got a little problem that way.
MR. GONZALES: Okay, sorry about that.

BY MR. GONZALES:

Q. Do you recognize the document that was marked
as Exhibit 177

A. I do.

Q What is this document?

A It's an account application.

Q. An account application for what?

A Personal account for my wife and I.

Q. Is that the account number in the middle of
the page on Exhibit 17, the first page?

A. It is.

Q. If you look at the signatures on Exhibit 17,

is that your signature and your wife's signature?

A. It is.

Q. To your knowledge, is this the only signature
card for these accounts -- for this account?

A. I would assume so. For clarification on this,
these are the same account. This was the original. If

you look at the dates, these all were opened at roughly
the same time. When you look at the Second Opinion and
the Mark Steiner accounts, the dates are the same. All
right? Are you noting that?

Q. Yes.
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A, And then at a later date, you presented
Exhibit 16, which is an account opened at a later date.

Q. Yes.

A. The reason Exhibit 16 was opened is because it
replaced Exhibit 17 because there was fraudulent
activity on that account.

Q. Okay.

A. So we were notified by the bank. They closed
that account and replaced it with this account.

Q. Okay. Do you recall at what time, date,
approximate, that that fraudulent activity occurred?

A, It would have been right around the date of

this opening.

Q. On Exhibit 167?
A. 16. And the debit card was compromised.
Q. So how much money, debit card usage was the

fraudulent activity, if you can recall? Was it $1,000°?
Was it $5,000°?

A. I don't know. You're familiar with banking
activity. You get notified if there has been a purchase
of fuel in another state, followed immediately by a
purchase of fuel in the local state. The card, the bank
recognizes that's probably not a likely transaction.

This happens frequently. I think it's
happened through these accounts through the durat